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HE CONSUMER has been discussed before 
Thy economists. It may be that agricul- 
tural economists have considered the con- 
sumer most frequently as the subject of at- 
tempts to convince him that certain prod- 
ucts are more desirable than he had pre- 
viously considered them to be. We have 
had studies of the factors affecting the de- 
mand for milk and cream, of the consump- 
tion of other dairy products, of consumer 
preference for potatoes, of consumer de- 
mand for fruits and vegetables. These 
studies have endeavored to determine the 
factors which affect the demand for the par- 
ticular product under consideration and to 
measure their influence. These studies have 
not been made by nor initiated at the re- 
quest of consumers. They have been made, 
presumably, in the interest of those who had 
for sale a product, the demand for which 
was under investigation. 


It seems fair to assume, therefore, that 
one purpose of these inquiries was to find 
ways either of selling more of the product 
without a reduction in price or to sell the 
former quantities at an increased price. In 
short, they have been efforts in behalf of 
the producer, not of the consumer. Any 
benefits that might accrue to the consumer 
of the product were incidental to the main 
purpose of the investigation. Thus while 
the consumer has been discussed, he has 
been considered more as a possible con- 
tributor to the welfare of certain groups of 
producers than as one whose own satisfac- 
tion should be increased. 

But if the consumer is to be a contributor 
to the economic well-being of any particu- 
lar group of producers, it is essential that 
he have something to contribute. This re- 
quires that he be a producer, and his totality 
of interests include not only those of a con- 
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sumer but also those of a producer. More- 
over, in all likelihood, his interests as a pro- 
ducer greatly outweigh his interests as a 
consumer. Certainly, he has seldom acted 
to protect his interests as a consumer, and 
his requests for governmental aid are re- 
quests of a producer not those of a con- 
sumer, 

If there is a place where the consumer 
should make himself heard, it might be in 
regard to our protective tariffs. Yet, the 
literature on the tariff carries little either 
in regard to consumer objection to the tariff 
or to the effects of the tariff on individuals 
as consumers. Page, in his “Making the 
Tariff in the United States” (page 127), 
sums up the consideration given the con- 
sumer in tariff making as follows: 


The other side of the picture has been seldom 
presented. It is true that there has been fre- 
quent reference to a vague and shadowy form 
known as “the consumer,” for whom all factions 
proclaimed the utmost good will. But just who 
the consumer is, whether he will bear the bur- 
den of a particular duty, or how much, and in 
what manner his interest will be affected are 
questions commonly passed over or commonly 
answered on general impressions; and there has 
been surprisingly little effort to present in de- 
tail and with the authority of studied facts the 
cost of duties to a country. 


In general, the consumer, as such, has 
been passive, and those few individuals 
who have attempted to champion the con- 
sumer may have been distressed by his ap- 
parent lethargy. But has the consumer con- 
sidered in his dual role of producer-con- 
sumer been passive? Perhaps rather than 
being passive, he has decided that his totality 
of interests can best be advanced by im- 
proving his position as a producer. It may 
be that, insofar as the decision lies with 
him, he has concluded that he will gain 
more of those things he wants as a con- 
sumer by enhancing the price of what he 
has to sell than he can through efforts to 
decrease the prices of the multitude of 
things he would like to buy. Under our 


present economy, this may be wisdom, not 
passivity. Obviously, this procedure would 
not be wisdom for anyone who bought but 
did not sell—a pure consumer—but is there 
any such, unless it be the person on relief, 
who is satisfied with his present situation? 

The Agricultural Adjustment Act is one 
of the most recent of the attempts to im- 
prove the economic position of a particular 
group of producers, and if it has any claim 
to uniqueness, it certainly is not in the fact 
that it is an attempt to help a particular 
group of producers. Nor can a pretension 
to uniqueness be based on the possibility 
that the Agricultural Adjustment Act, in 
assisting certain groups of producers, may 
do this at the expense of other groups of 
producers. In a country that has over a cen- 
tury of protective tariff history, any legis- 
lation to be unusual must do something 
other than attempt to improve the economic 
position of one group by methods that may 
result in disadvantages to other groups. If 
the Agricultural Adjustment Act has broken 
any precedents in this regard, it is in the 
relatively candid and straightforward state- 
ment of purpose and in the methods applied 
to improve the economic position of our ag- 
ricultural producers. 

It is true that the Act, in its Declaration 
of Emergency, “declared that these condi- 
tions in the basic industry of agriculture 
have affected transactions in agriculture 
with a national public interest,” and advo- 
cates of the legislation in their enthusiasm 
have said, 


The Nation’s economic machine, gorged 
with an excess of farm and other products, 
breaks down just as surely as a human stomach 
gets acute indigestion if too much food is forced 
into it or if the food is of the wrong sort.? 


Nevertheless, it appears that in general the 
advocates of the Agricultural Adjustment 
Administration have been more direct than 


* Rexford G. Tugwell, Agriculture and the Con- 
sumer. Series G-17, Agricultural Adjustment Ad- 
ministration, Washington, 1934. 
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have the proponents of the protective tariff 
with their strange and floating arguments, 
which have so easily drifted from “infant 
industry” through “home markets” to “high- 
wages” to “national defense” on the tide 
of changing conditions. With this precedent 
of protective tariff advocacy, it is not sur- 
prising that the supporters of Triple-A do 
not depend solely upon the advantages 
which might accrue to farmers from its 
enactment as a defense for their proposals. 

This emphasis on the fact that the pro- 
tective tariff is essentially a device for giv- 
ing special aid to one group in a way that 
will cause disadvantages to other groups 
should not make us unmindful of other 
ways in which groups of producers have 
been befriended by governmental acts and 
agencies. Not only have we legislated posi- 
tive aids to the producer, of which the pro- 
tective tariff is an example, but we have 
been careful that no governmental agency 
does anything that might be disadvantageous 
to anyone as a producer regardless of how 
helpful it might be to others as consumers. 

Recently the Dean of a College of En- 
gineering found himself embarrassed by the 
possession of data concerning the per- 
formance of various makes of electric re- 
frigerators. His research staff was able to 
make the tests and record the results, One 
commonly thinks of research, especially that 
supported by public funds, being conducted 
to find facts that will contribute to human 
well-being. But our economic faith being 
what it is, what use could be made of this 
information? A bulletin giving an algebraic 
expression of the results might be pub- 
lished. It could be reported that X refrig- 
erator performed thus and so, while Y. and 
Z refrigerators behaved differently in speci- 
fied particulars. But even this procedure has 
its limitations since mathematicians use only 
the last letters of the alphabet to represent 
unknowns and if the number of items tested 
exceeded the number of letters commonly 
used to represent unknowns, some manufac- 
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turer might feel that data respecting his 
particular product were being revealed. If 
one happens to be acquainted with the 
worker in the Bureau of Standards who 
tests, let us say tires, one might, by observ- 
ing what kind of tires this worker uses on 
his own car, be able to guess as to the re- 
sults of the tire tests conducted by that 
Bureau. 

The government is now engaged in a pro- 
gram of negotiating trade agreements with 
foreign countries. After one of these agree- 
ments is completed, it is reported with pride 
that it will now be possible to sell larger 
quantities of our goods to the other party 
of the agreement and that this greater sale 
to the other country is to be accomplished 
with the acceptance of a minimum of goods 
in return. In brief, that we will be able to 
dispose of some of the things we have 
labored to produce without accepting too 
much in return. 

As one reviews these manifestations of 
the doctrine of “protect the producer,” he 
wonders why the topic, “The Consumer and 
the Agricultural Adjustment Administra- 
tion” was even suggested for discussion. A 
possible answer may be found in a state- 
ment recently made. It was said that, 


the present program under the A.A.A. has 
failed because it neglected to take the consumer 
into account. Consumption of pork has de- 
creased 18 per cent, a concrete evidence of lack 
of consideration for the consumer, without 
which no agricultural program can succeed.? 


Thus it appears that there are some who 
fear, or hope, that the consumer will strike 
down this new adaptation of the doctrine of 
“protect the producer.” No historical ex- 
amples of consumer uprisings are cited by 
those who hold these hopes or fears, but it 
is said that the devices—the processing tax 
and the benefit payment—used by this re- 
cent adaptation of a long established prin- 


? Charles H. Conway, President of the Farmers’ 
National Grain Dealers Association in the Chicago 
Daily Tribune, December 3, 1935. 
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ciple are so apparent that the consumer will 
be aroused by them. Apparently the con- 
sumer is a simple person. Perhaps if tariff 
rates were given the same kind of publicity 
that processing taxes and benefit payments 
have received, the greater apparentness of 
the latter might disappear, and even the con- 
sumer might see dimly why we have protec- 
tive tariffs. 

The statement quoted above cites a de- 
creased consumption of pork as concrete 
evidence of lack of consideration for the 
consumer, without which no agricultural 
program can succeed. This same fact might 
be taken as evidence that the program is 
succeeding since a reduction in consumption 
is probably a requisite of the Triple A suc- 
cess. These programs are based on the neo- 
classical laws of supply and demand which 
say that if demand remains constant, price 
can be enhanced only by a curtailment of 
supply. The Agricultural Adjustment Ad- 
ministration has caused some increase in 
demand through its surplus-removal and 
loan programs but its main efforts have 
been on the side of supply. Decreased con- 
sumption is not, therefore, evidence of 
“consumer resistance” or consumer objec- 
tion to the adjustment programs. Rather it 
might be taken as evidence that the adjust- 
ment programs have succeeded in reducing 
supplies and enhancing price. If it is to be 
demonstrated that the consumer is register- 
ing objections to the Triple A programs by 
curtailing his purchases, it must be shown 
that the reduction in takings associated with 
a given increase in price has been greater 
than would have resulted from a similar 
advance initiated by some other cause such 
as the imposition of sales tax, or a reduc- 
tion in supplies due to a drought—the situa- 
tion that now obtains with respect to live- 
stock products. 

Because of the current shortage of meats 
due to the drought, consumption has de- 
creased and prices have advanced. This re- 
duced consumption alone is evidence neither 


of “consumer resistance” nor of consumer 
objection to the Triple A. The concept of 
the demand curve must be kept in mind. If 
it is, one will not confuse reduced takings 
at higher prices with a changed attitude 
toward the product by the consumer. Proof 
that the consumer is actually registering ob- 
jections to the Agricultural Adjustment 
programs by reducing his purchases requires 
not only a demonstration of reduced pur- 
chases, but proof that the reduction in pur- 
chases is greater than would have occurred 
had the increased price been accomplished 
by some means other than Triple A. Briefly, 
the proof of such manifestations of con- 
sumer opposition requires that a shift of 
the demand curve be demonstrated. It is 
not sufficient merely to show that takings 
have been reduced. This can occur without 
a shift in the demand curve. 

There has been little objection to the Ag- 
ricultural Adjustment Administration by 
consumers, as such, and there seems to be 
little reason to expect that there will be. 
The principal interests of most people of 
this nation still are found in the producer 
side of their activities. Professors might be 
expected to act as consumers, yet their in- 
terests in university budgets and salary 
scales are much greater than their concern 
over prices of potatoes or of pork. Sales 
taxes and chain stores taxes are levied with- 
out protest, but it is reported that a resolu- 
tion of a merchants association calling for a 
reduction in federal expenditures was met 
by organized and effective opposition from 
housewives whose husbands’ salaries came 
from federal funds. Even housewives ap- 
pear to be producer minded. In general, we 
act as producers and, our economy being 
what it is, it is not surprising that we do so. 
It may be that unemployment combined with 
present methods of relief will develop a 
class of pure consumers. Certain conse- 


quences of such a development might not 
be in the direction of increased production. 
What is there about the Agricultural Ad- 
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justment Act that should result in a meta- 
morphosis of a considerable proportion of 
our population into contentious consumers ? 
Admittedly the purpose of the Agricultural 
Adjustment Act is to raise the prices of 
farm products. The Act itself declares this 
to be the policy of Congress. But legisla- 
tion designed to raise the prices of the goods 
or services of particular groups of pro- 
ducers heretofore has not aroused consum- 
ers to active opposition. Today in Wiscon- 
sin the prices of the services of barbers and 
of dry cleaners are maintained with the aid 
of state legislation. No protest has come 
from consumers, although vigorous objec- 
tions have been registered by certain of the 
barbers and dry cleaners themselves. Why 
should an attempt to raise the prices of 
farm products arouse opposition when price 
advances of other wares or services are 
hailed as necessary to the public welfare. 

It has been suggested that it is not the 
price increases which the Triple A hopes 
to bring about that are objectionable but 
rather the procedure by which this price en- 
hancement is to be accomplished. A national 
weekly that does not have a record of 
vigorous opposition to the tariff quotes with 
approval the following statement which it 
credits to Dr. Joseph S. Davis of the Stan- 
ford Food Research Institute: 

In no other instance have consumers faced 
the necessity of paying prices enhanced by the 
combined influence of tariff duty and produc- 
tion restrictions, plus an internal revenue tax 


for the benefit of producers, as under the pres- 
ent wheat program.® 


Apparently there is no objection to higher 
prices if too great a number of devices are 
not required to accomplish them. Presum- 
ably, prices could be increased many-fold 
if the increase could be accomplished by a 
single, respectable device such as the pro- 
tective tariff. Incidentally the adjustment 
programs of A.A.A. use a single, although 


* Saturday Evening Post, December 7, 1935, p. 
oy) 
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not yet accepted as respectable, device for 
raising price—namely, reduction of domes- 
tic praduction. The processing tax and the 
benefit payment are merely means of ac- 
complishing these reductions. 

If prices of farm products are to be in- 
creased, it seems plausible that someone 
must provide the funds required by the in- 
creased price, and equally credible, in view 
of this nation’s economic code, that the con- 
sumer of farm products will be the one to 
supply these funds, The Agricultural Ad- 
justment Act accepts the consumer of farm 
products as the most probable source of the 
revenues that will be required if farm prices 
are to be enhanced, and sets up certain lim- 
its to the amount of the price advance the 
administrators of the Act may strive for. 

There are, of course, other sources of 
revenue that could be tapped for the funds 
necessary to increase farm income. Several 
of these alternative sources have been sug- 
gested by the Secretary of Agriculture, but 
as yet have received little audible support 
from those who deplore the effect of the 
present Agricultural Adjustment programs 
on the consumer. Recently a political com- 
mentator listed among the things to be done 
by a Chief Executive elected over President 
Roosevelt the following: 


He must protect the agricultural industry, 
but not at the expense of the consuming public.* 


Unless this commentator is favoring some 
of the alternatives suggested by the Secre- 
tary of Agriculture, it may be that the dif- 
ference between the proponents of the 
A.A.A. and their critics is that while the 
A.A.A. may play Santa Claus, the critics 
actually believe in him—that they really be- 
lieve that you can get something for nothing. 

Processing taxes are the present source 
of revenue for financing the Agricultural 
Adjustment programs, and perhaps the most 
futile discussion aroused by these programs 


i - 
* Saturday Evening Post, December 28, 1935, p. 


38. 
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is that on the question, ‘““Who pays the proc- 
essing tax?” Certain advocates of the Ag- 
ricultural Adjustment Act have attempted 
to minimize the cost to the consumer of the 
programs by pointing out that a ‘30-cent- 
per-bushel wheat processing tax means 
about three-fourths of a cent more for a 
pound of flour which sells in city stores at 
about 5 cents per pound, or one-half cent 
more for a l-pound loaf of bread which 
sells for an average of 8.9 cents per loaf.” 
“The cotton processing tax of 4.2 cents per 
pound on raw cotton adds about 8 cents to 
the price of a pair of overalls costing $1.60; 
less than 8 cents on a sheet costing $1.30.” 
The hog tax of $2.25 amounts to about 41% 
cents per pound added to prices of retail 
pork cuts.’ 

It is alleged that these small additions to 
retail prices have made possible substantial 


increases in farm income and this even 


though: 


About half the processing taxes collected 
did not represent added expenditures by con- 
sumers.® 


The calculations by which these additions 
to retail prices are arrived at are based upon 
the simple assumption that a sales tax can 
be added to the price of a product without 
an adjustment in supply. The authors of 
the Agricultural Adjustment Act did not 
accept this simple assumption. They real- 
ized that, 


In order to effectuate the declared policy, the 
Secretary of Agriculture shall have power— 
(1) To provide for reduction in the acreage 
or reduction in the production for mar- 
ket, or both, of any basic agricultural 
commodity. .. .7 


Notwithstanding this recognition of the 
necessity of adjustment of supply in the 
Agricultural Adjustment Act, in conformity 


* Division of Information, Agricultural Ad- 
justment Administration, The Processing Tax, G. 
41, p. 9, September, 1935. 

* Ibid., p. 9. 

* Section 8. Agricultural Adjustment Act. 


with generally accepted theory of the inci- 
dence of such a tax, the amount of the proc- 
essing tax has been used as a measure of 
the price rise resulting from adjustment 
programs. Moreover, it has been considered 
necessary to make statistical studies to de- 
termine the incidence of processing taxes, 
as: 


It might be thought that, in the early stages 
of the corn-hog program before hog supplies 
are reduced, the tax would be passed on to the 
consumer.® 


Fortunately the results of these studies 
have not disrupted accepted taxation theo- 
ries. 

The amount of the processing tax may 
have an influence on the extent of the price 
rise caused by an adjustment program 
through its effect on producers who do not 
sign adjustment contracts, If the processing 
tax is low and the curtailment required of 
signers is large, a considerable increase in 
the production of non-signers might be ex- 
pected. Contrarily, a high processing tax 
would tend to discourage production by 
non-signers. Nevertheless, a high process- 
ing tax and the requirement of only a small 
reduction in production would not cause a 
great increase in prices. It is the extent of 
the reduction, not the size of the processing 
tax that determines the extent of the re- 
sulting price increase to the consumer. 

A comparison of reductions in produc- 
tion actually accomplished by certain indus- 
tries with those asked for by the Triple A 
suggests one reason why certain critics pre- 
fer to use the processing tax rather than 
the extent of reduction as a measure of 
price enhancement. 

The two items with which we are con- 
cerned are the consumer and the Agricul- 
tural Adjustment Act. The Adjustment Act 
has been interpreted as legislation designed 


* Geoffrey Shepherd, “The incidence of the cost 
of the Agricultural Adjustment Administration 
corn-hog program” Journal of Farm Economics, 


July, 1934, p. 419. 
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particularly to improve the economic condi- 
tion of a special group of producers by in- 
creasing the prices of the products these 
producers have for sale. If the total popu- 
lation is divided into two categories—the 
producers and the consumers of farm prod- 
ucts—the determination of the effect of the 
legislation on each of these categories should 
not require extended argument. The con- 
sumers would pay higher prices for less 
farm products. would receive 
higher prices, and their incomes might be 
increased, depending upon the elasticity of 
demand for their products and the extent 
by which costs of production and distribu- 
tion might be decreased as a result of smal- 
ler volume. 


Farmers 


But such a classification probably has 
little significance in our economy. When we 
consider the effect of this legislation on con- 


summers, we 


must remember that farmers 


themselves are Moreover, the 
buyers of farm products, while they may 


be homogeneous as consumers, are decid- 


consumers. 


edly heterogeneous when considered as pro- 
ducers. Persons who depend upon the ag- 
ricultural implement industry for employ- 
ment would favor higher prices for pork 
and for cotton if these higher prices re- 
sulted in more employment. The index of 
employment in was 117 for 
October, 1935, as compared with 27 for 
October, 1932 (1923-1925=100). However, 
the workers in the slaughtering and meat 
packing industry might look with disfavor 
on higher prices of pork, especially if they 


this industry 


realized that these higher prices were to be 
accomplished by producing less pork to be 
slaughtered. The index of employment in 
the slaughtering and meat packing industry 
was 80 for October, 1935, 
same as for October, 1932. 

Active support or opposition to any pro- 


practically the 


gram by any group will depend largely upon 
whether or not the program affects the pro- 
ducer interests of the group. At some time 


large sections of our population may act 


MARKETING 9 


primarily as consumers, but it is doubtful 
that even those who expect the consumer 
to overthrow the Triple A can envisage 
what sort of an economic order a real con- 
sumer uprising would bring. 


Comments on “The Consumer and the 
Agricultural Adjustment 
Administration” 


Epwarp A. Duppy 
University of Chicago 


It is a little difficult to tell from reading 
his paper, just how strongly Mr. Anderson 
feels in favor of or against the Agricultural 
Administration. Apparently what he is say- 
ing to the critics is that the effect of the 
Agricultural Adjustment Act on consumer 
reaction to high prices and crop restriction 
is more apparent than real. More important 
is his justification of this experiment in ad- 
vancing group interests on the ground that 
people generally are motivated in their eco- 
nomic actions by their interests as producers 
to a much greater degree than they are by 
their interests as consumers. While I agree 
reluctantly with the truth of this statement, 
I wish later to point out the danger of ac- 
cepting this as a principle of economic or- 
ganization when the principle of open mar- 
ket competition is departed from. 

I agree entirely with Mr. Anderson when 
he suggests that the problem of adjustment 
is approached by the administration with a 
producer bias, and that the act is adminis- 
tered for the benefit of the producer. In this 
the Agricultural Adjustment Administration 
is no better and no worse than the industrial- 
ist and merchant, so far as fairness to the 
consumer is concerned. 

Indeed this latter statement should be 
qualified by reference to the Consumers’ 
Counsel, a division of the Agricultural Ad- 
justment Administration which is charged 
with the function of representing the con- 
sumer in the formation of A.A.A. programs, 
Reference should also be made to provision 
in the amended act for public hearings on 
these programs. Nothing is said in the Act 
about consumers as interested parties but 
the Administration has interpreted the 


clauses as including them. In a recent issue 
of the Consumers Guide published by Con- 
sumers’ Counsel, the Secretary of Agricul- 
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ture calls attention to the fact that at the 
recent hearing on the 1936 corn-hog con- 
tract only three consumer representatives 
asked to be heard. 

There is also the ingenious machinery of 
parity price and the division of the consum- 
er’s dollar, based on what went on in 1909- 
14. But does price parity with respect to 
agricultural commodities bear the same rela- 
tion today to the incomes of the respective 
parties as it did in 1909-14? Do these com- 
modities occupy the same position in the 
scale of consumers’ wants? Have the costs 
of production of these commodities changed 
in the same ratio as the costs of the city 
laborer’s maintenance? Is the city consum- 
er’s income capable of adjusting itself to a 
parity price relation as rapidly as parity 
price can be reached through arbitrary re- 
striction of production? Will not continued 
insistence on a parity price relationship, 
achieved through restriction of output, in- 
evitably weaken the consumers’ purchasing 
power through its effect on total production ? 

I wish to dwell on this last point because 
here is the meat of the coconut. Farm pro- 
ducers suffered during the depression be- 
cause manufacturers curtailed production 
and maintained relatively high prices, while 
farmers kept on producing when their prices 
were declining to very low levels. It was 
therefore reasoned that the thing to do to get 
even with the manufacturer was to restrict 
agricultural production. Business men may 
gibe at the A.A.A. for its policy of curtail- 
ment, but no business man would have done 
otherwise, because his own philosophy and 
technique of management have been directed 
toward maximizing money profits or min- 
imizing losses by keeping production and 
price as much as possible under control. Nor 
can he complain at the assistance given by 
government, because he has received help 
from the same source through the tariff. 

Now as an emergency measure, scarcely 
anyone will deny that some curtailment of 
agricultural production was necessary to cor- 
rect the condition of over-supply which 
existed in the spring of 1933. It is the prac- 
tice of trying to maximize income for the 
producer through restriction of production 
as a continuing policy which is called in ques- 
tion, Perhaps I should add that “adjust- 
ment” of production is just as offensive to 
the consumer as a restrictionist policy unles 
that adjustment takes full account of the 
real needs of the consumer. 


MARKETING 


That the Administration is committed to 
production adjustment as a continuing policy 
is clear from a statement made by the Ad- 
ministrator in a circular issued in January 
of this year. He says: 

Since reduced production and maintained 
price appear, under existing conditions, to be 
the best business judgment for the individual, 
the free market and competition can no longer 
be relied upon completely as the sole basis of 
economic organization. Only as the market 
mechanism is supplemented with coordination 
by the Government are we likely to get the full 
and stable use of our resources. 


The fact that industrialists and merchants 
have used the tactics of adjustment of sup- 
ply to the market in their own interest does 
not give a warrant to agricultural producers 
to do the same if the long run social good of 
the country is to be considered. It is at this 
point that I have a fundamental point of dif- 
ference with Mr. Anderson. Balanced pro- 
duction is not of itself beneficial if the bal- 
ance is struck at a constantly lower level. 
Group interests (labor included) do not re- 
main long in balance, and the tendency will 
be—in fact now is—for one group to outdo 
the other in its manipulative practices in or- 
der to hold its place in the sun. In this sort 
of struggle the consumer is made the goat. 

It comes down to a question of whether 
the consumer’s interests can be separately 
organized from his interests as a producer. 
To the extent that organized consumer inter- 
ests can dominate producer interests, or co- 
incide with them in a scheme of cooperative 
production, we shall have a scheme of pro- 
duction planned and carried out to meet the 
needs of consumers. Meanwhile we now 
have production in the control of powerfully 
organized groups which rival each other in 
their effort to obtain the largest possible 
share of the national income. The A.A.A. is 
one of these groups, the tariff block another, 
the associations of merchants another, or- 
ganized labor another, 

When these organized groups are brought 
face to face, there is danger that they will 
resolve their difficulties not by fighting each 
other directly, to force concessions which 


would mean a sacrifice to one side or the 
other, but by agreeing to allow each to get 
something in addition to what it had before. 
Processing taxes levied on wheat and cotton 
in order to make benefit payments to farm- 
ers mean higher prices for food and cloth- 
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ing. Higher food and clothing prices in- 
evitably mean higher wages for industrial 
workers. This increase in cost is carried over 
into the prices paid by farmers for finished 
goods and a vicious circle is established. 

Whatever one may think of A.A.A. it 
must be conceded that a debt is due the pres- 
ent administration for educating consumers 
generally to the exploitative nature of a 
business solution of the problem of produc- 
tion. As long as food prices were cheap, 
people with low incomes could keep on pay- 
ing high prices for tariff-protected manu- 
factured goods without realizing that they 
were being exploited. But when in addition 
the cost of food, which accounts roughly for 
1 of the family budget of the small wage 
earner suddenly increased, consumers sought 
at once to know why. The irony of the pres- 
ent situation is that those who rushed for- 
ward with an indictment of the A.A.A. were 
the industrialists who had been getting away 
with the same sort of tax on the little con- 
sumer’s pocketbook for the past hundred 
years. 

It is incorrect to give the A.A.A. the 
credit, or charge it with the blame, for all 
the increase in price of those farm products 
on which processing taxes apply. Drouth 
and dollar devaluation helped. One can hard- 
ly deny, however, that in the final analysis 
the consumer pays the processing tax. 
Whether the burden of living costs has in- 
creased at a faster rate than the ability of 
city consumers to bear them is a question of 
fact. A ratio of cost of living’ of industrial 
workers and small salaried groups to factory 
payrolls from May, 1933, when the Agricul- 
tural Adjustment Act went into effect, to 
October of this year, with 1923-25 taken asa 
base period, shows a rise from an index of 
60 to an index of 91. For farmers, for the 
same period, the index of purchasing power 
rose from 61 to 89. While the effect of the 
Act has been to raise farmers’ purchasing 
power relatively to that of city consumers, 
and this is apparent if the two indexes be 
compared for the period prior to the Act, 
there is little indication that city consumers 
have suffered unduly if all items in the cost 
budget are considered. Since February 1935 
the purchasing power indexes of both groups 
have been practically in balance. 

One may argue defensively that the em- 
ployment and income created through in- 


*Bureau of Labor Index. 


crease in farm purchasing power has offset 
for the city consumer the amount of process- 
ing tax and higher prices paid for farm 
products. What gives us pause is that under 
a profit system these higher wages of labor 
become increased costs for the manufacturer 
which are in turn carried into increased 
prices of the goods he sells. Margins tend 
to widen rather than narrow. The taborer 
in the city has to pay these higher prices and 
later is plagued with a further increase in 
food costs when a new adjustment of farm 
prices occurs in the effort to maintain “par- 
ity” for the farmer. Thus while the farmer 
as a producer has a defensive weapon which 
protects him for a time against price in- 
creases of manufactured goods the city con- 
sumer has none. The city consumer, especial- 
ly the unorganized white collar class, is in 
danger of being ground to pieces in the strug- 
gle between two mighty contending forces. 

For the A.A.A. the villain in the piece is 
the manufacturer. Why does he not reverse 
his policy and increase production? Then his 
prices would fall and this would allow the 
farmer to step up his production. This in 
turn would cheapen food and raw materials 
for the manufacturer and put him in position 
to further expand production. 

But the group of manufacturers is solidly 
entrenched behind a tariff wall which makes 
the maintenance of a high price policy rela- 
tively easy. This group is further organized 
into powerful combinations which exercise 
a semi-monopolistic control over produc- 
tion and price. Authority is highly central- 
ized and there is surprising unanimity of ac- 
tion. Their prices and production policies 
have become traditional and lately have re- 
ceived the sanction of the powers of govern- 
ment under N.R.A. Why should they give 
up their advantage? After all, it is a trial of 
strength between entrenched forces and un- 
less the Federal government is strong enough 
to prevail over all factions there is little hope 
for the consumer unless on a subsistence 
homestead. 

A major justification for continuing the 
existence of the A.A.A. is to force the issue 
of greater production with the manufac- 
turer. In this it deserves support. If the 
A.A.A. thinks to succeed by selfishly adopt- 
ing the exploitative tactics of certain manu- 
facturers, it will inevitably fail. People will 
rebel at high food prices at the same time 
they tolerate high prices for other tariff pro- 
tected goods. 
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On more debatable grounds one may also 
justify the A.A.A. as a mechanism for equal- 
izing the economic interests of farmers with 
those of other groups. We are not likely to 
return to so-called automatic adjustment un- 
der any Administration. But the nature of 
the balance which is struck, the level of 
production which is maintained, and the mo- 
tives behind the administration of the 


A.A.A. are of vital concern to the consumer 
in the city. It is somewhat assuring to be 
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able to quote the Secretary of Agriculture 
when he says: 

From a long-run point of view, we must pay 
as much attention to consumer equities and 
parities as to farm equities and parities in ad- 
ministering the Agricultural Adjustment Act. 
Continuance of agricultural adjustment activi- 
ties on any other basis would not be justified.? 


2Consumers Guide, Vol. 2, No. 25, 


Z October 14, 
1935, p. 9. 
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Notes on the Measurement of 
Consumers’ Attitudes 


H. K. NIXON 
School of Business, Columbia University 


I 


N RECENT years there has been a note- 
I worthy development of methods for 
measuring many of the objective factors 
which are associated with the existence of 
markets. Studies of the distribution of pop- 
ulation, of incomes, of trading areas, of 
retail outlets, have multiplied. New methods 
of approach have been devised and new 
sources explored. Data which would have 
been unobtainable twenty-five years ago are 
now widely available. 

Knowledge of the subjective factors, 
which also profoundly influence the mar- 
ketability of products, has on the other 
hand failed to show comparable progress. 
Whether this lack of development is due to 
the complexity of the subject, or to the pre- 
occupation of students of marketing with 
other affairs, the fact remains that relatively 
little is known of the mental processes of 
the people who buy goods. Isolated studies 
of consumers’ wants, interests, prejudices 
and attitudes have indeed been made, but 
the general stock of information on these 
and similar points remains sadly inadequate. 
Without such information the picture of 
the market is like a jigsaw puzzle with im- 
portant parts missing. 

On the side of theory, ideas concerning 
consumers’ mental activities are in a primi- 
tive state. Most textbooks on marketing in- 
clude a few general remarks on the subject, 
accompanied by an arbitrary list of the 
buying motives which are supposed to lead 
to the purchase of goods and services. Such 
lists, even if their validity is granted, are 
somewhat like the lists of bones of the 
body which formerly appeared in textbooks 


ie) 


of physiology; they are interesting as illus- 
trations of the atomic theory applied to 
human nature, but they fall far short of 
explaining the the 
mechanism. 

The development of theory awaits the ac- 
cumulation of a core of basic facts. In the 
realm of the subjective it is difficult to se- 
cure such facts. Methods of approach are 
as yet clumsy and unrevealing. Psycholo- 
gists point out that human problems may 
be studied either through the observation 
of behavior or by the interrogation of indi- 
viduals as to their memories, interests, pref- 
erences, and so on. Both methods have se- 
rious limitations. Observation merely shows 
what people have done or are doing. To 
have meaning such observations must be in- 
terpreted. Usually the interpretation in- 
volves the drawing of inferences as to mo- 
tives. Frequently such inferences are not 
justified on the basis of the evidence. Ask- 
ing people to report on their mental states 
is also notoriously unsatisfactory. There is 
much that they cannot or will not reveal. 

The great need at the moment is for new 
methods of approach, more subtle and pene- 
trating than those now available. From such 
methods will come new facts, and from 
these facts new.and more adequate theories 
of the behavior of people in the market may 
be evolved. 


activities of living 


II 


The present report deals with a prelimi- 
nary test of a new form of questionnaire. 
The object of this questionnaire was to re- 
veal something concerning the attitudes of 
consumers toward well-known brands and 
publications. The approach used was indi- 
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rect, in the hope that the rationalizations 
and evasions which are almost certain to 
appear in response to direct questions, 
might be minimized. 

The technique consisted essentially in the 
presentation of word pictures of two indi- 
viduals, one of an inferior and despised 
class, the other of superior position and at- 
tainments. The respondents were asked to 
report which brands and publications they 
considered most likely to appeal to these 
two hypothetical individuals. It should be 
understood that the use of the particular 
individuals pictured is not essential to the 
method but they were simply selected as 
representing sharply contrastingspersonali- 
ties. = 

The two word pictures were made as 
vivid as pussible. They were presented 
verbally, whe description of the inferior in- 
dividug was as follows: 

si A AL GITLER 
« “Among his own kind Al Gitler is known as 


fA] The Rat.’ He is a graduate of a well known 


reform school and has had a post-graduate 
course in the penitentiary. His specialty is the 
machine gun. It is generally known that he was 
the gang leader in a street shooting in which 
several innocent spectators, including a small 
child, were killed by stray bullets. Because of 
his powerful political connections he has man- 
aged to escape arrest. His present activities are 
somewhat in shadow but reports from confiden- 
tial sources give an interesting picture of the 
habits and preferences of this desperate char- 
acter. For example, he is an inveterate smoker 
of cigarettes. His favorite brand is one of the 
following : 

Lucky Strike? 

Chesterfield 

* Camel 
Old Gold 


You will find it interesting to see how well 
you can judge the preferences of others. Now 
which of these four brands of cigarettes do 
you think Al Gitler prefers? 


In a similar manner the individuals inter- 
viewed were asked to give their opinions as 


* The order of presentation was varied with dif- 
ferent groups. 


to the gangster’s preferences among news- 
papers, magazines, toilet soaps, dentifrices, 
and automobiles in the low-priced class. In 
each instance a limited list of brands or 
publications was given, from which selec- 
tion was to be made. The brands and pub- 
lications included are indicated in the ac- 
companying tables. 

When the estimates of the gangster’s 
preferences had been given, the following 
picture of an individual of a somewhat su- 
perior type was presented : 


HARRY THORNTON 


Harry Thornton is a young business man, 
an executive of a well-known company. Almost 
everybody likes Mr. Thornton. He is courteous 
and well-mannered and considerate. He is very 
ambitious, a hard worker, with a reputation for 
getting things done. His employers consider 
him one of the keenest young men on the staff. 
It is generally agreed that his honesty and in- 
dustry and intelligence should carry him far. 

It is interesting to compare his tastes with 
those of Al Gitler. He also smokes cigarettes. 
His favorite brand is one of the following: 

Lucky Sirike 
Chesterfield 
Camel 

Old Gold 


Which of these four brands do you think Harry 
Thornton prefers ? 


When ‘the individuals 
answered this question they were asked to 
indicate their opinions as to Mr. Thorn- 
ton’s preferences among newspapers, maga- 
zines, toilet soaps, dentifrices, and automo- 
biles, in the lists presented. 

Upon the completion of this part of the 
questionnaire they were asked if they had 
anticipated that they would be required to 
report their own preferences. Of those thus 
questioned, eighty-four per cent said that 
they had not expected such a procedure. 
This evidence is not conclusive, since not 
all of the subjects answered the question, 
but from this and other indications it seems 
likely that most people in responding to the 
questionnaire as thus far presented simply 


interviewed had 
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regarded it as an interesting and novel ex- 
ercise in judgment and had little thought of 
personal application. 

As a final section of the questionnaire the 
lists were presented a third time and the 
respondents were asked to select from each 
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. 


and its relative importance in connection 
with the different groups of products, this 
did not seem to be a serious difficulty. The 
subjects were, however, urged to give an 
honest and candid report of their prefer- 
ences, and the data obtained from this por- 


TABLE I.—APPEAL OF PropUCTS TO INFERIOR AND SUPERIOR INDIVIDUALS 
(Based upon judgments of 152 men and 165 women) 





























Think Product will A ppeal Think Product Will A ppeal 
—_—_— to Gangster to Business Man 
Men |Women| Total Per Cent Men | Women Total | Per Cent 

IE Sa ncsieenenns j 67 61 128 40.3 23 19 42 13.2 
OS RS ree 50 63 113 35.6 12 21 33 10.4 
Se 18 26 44 13.8 2 10 12 3.7 
re 10 6 16 5.04 43 44 87 27.4 
ee ee 7 9 16 5.04 72 71 143 45.1 
RN 55 ae ibiire. seman oars 91 95 186 58.6 17 24 41 12.9 
ee 12 31 43 13.5 73 51 124 39.1 
Sere err 24 17 41 12.9 42 77 119 37.3 
LS ee Tee 11 14 25 7.8 11 11 22 6.9 
ae ee eee 14 8 22 6.9 9 2 11 3.4 
SO eae ee 90 74 164 51.7 23 34 57 17.6 
ee 45 75 120 37.5 17 18 35 11.04 
ee 9 8 17 - 101 103 204 64.3 
i eee 8 8 16 5.04 11 10 21 6.6 
ano tie- dn wr arae Gs 29 78 107 33.9 7 6 13 4.1 
ee 66 33 99 a8 .2 60 71 131 41.3 
yO 42 39 81 25.5 34 48 82 25.8 
Sa re 15 15 30 9.4 51 40 91 28.7 
Le 98 97 195 61.5 0 0 0 0 
Sa ee 45 53 98 30.9 7 18 25 7.8 
Saturday Evening Post..... 7 8 15 4.7 110 116 226 71.2 
Og Sa en ree 2 7 9 2.8 35 31 66 20.8 
Se ree 87 97 184 58.04 0 0 0 0 
Se 48 45 93 29.3 4 4 8 i 
N.Y. American........... 15 22 37 11.6 2 0 2 6 
i ee 2 1 3 9 100 92 192 60.5 
N.Y. Herald-Tribune...... 0 0 0 0 46 69 115 36.2 





























list the brand or publication which they 
preferred. It was recognized that any ex- 
pression of preference would probably be 
influenced by the tendency to select those 
items which would reflect favorably upon 
the prestige of the judges, but since one ob- 
ject of the investigation was to secure some 
indication of the prevalence of this motive 


tion of the questionnaire are probably as 
valid as those ordinarily secured when peo- 
ple are required to tell what brands they 


like and use. 


Complete questionnaires were secured 
from 152 men and 165 women. Most of 
these people were students, salesmen, 


housewives, interior decorators, and junior 
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employees of banks. The sample is, of 
course, not representative of the whole 
population. The results secured, however, 
are probably typical of those to be expected 
from young and middle-aged individuals of 


TABLE II.—SHOWING FREQUENCY WITH WHICH 
SUBJECTS JUDGED THAT THE SAME BRAND WOULD 
APPEAL TO BOTH THE GANGSTER AND 
THE Business Man. (317 judges) 








Times Rated as Total 
Appealing to both for 
Gangster and Group 
Business Man 
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slightly more than average intelligence, edu- 
cation and income, 

The distribution of opinions as to the 
relative appeal of the various brands and 
publications is shown in Table I. From a 
study of this table it will be seen, for ex- 
ample, that 67 men and 61 women, or 40.3 
per cent of those interviewed, thought that 
Pepsodent would be preferred by the gang- 


ster, while 13.2 per cent thought that this 
brand would appeal to the business man. 
Inspection reveals that Pepsodent tooth- 
paste, Lifebuoy soap, Camel cigarettes, the 
Terraplane automobile, “True Story Maga- 
zine,” and the New York “Mirror” are con- 
sidered most likely to strike the fancy of 
the gangster, while Squibb’s toothpaste, 
Palmolive soap, Chesterfield cigarettes, the 
Ford car, the “Saturday Evening Post,” 
and the New York “Times” are regarded 
as more likely to appeal to the individual 
of a higher type. 

While the standing of the various brands 
cannot be regarded as established by this 
small sample of public opinion, the degree 
of agreement from group to group is such 
as to suggest that considerable reliance may 
be placed upon the rankings. It seems prob- 
able, for example, that the very definite 
tendency to judge Chesterfield cigarettes to 
be appropriate for the business man, but 
not for the gangster, is not peculiar to this 
group of judges but would be found to be 
widespread. This brand seems to be sur- 
rounded by a halo of respectability. Ap- 
parently this is recognized, even by those 
who do not prefer this brand. Logically, 
there ought to be some relationship between 
the attitude thus revealed, and the tendency 
to buy or not to buy the product. The extent 
of the influence of such attitudes is a mat- 
ter of considerable concern, both from the 
practical and the theoretical points of view. 

A sidelight on the variations in judg- 
ments for different products may be found 
in Table II, in which is shown the frequency 
with which judges indicated that they 
thought the same brand would be preferred 
by both the gangster and the businessman. 
It will be seen that there is apparently a 
strong feeling that if a product is good for 
one it will not be good for the other. This 
is especially true in connection with the 
judgments of reading interests. Automo- 
biles, on the other hand, are judged to be 
somewhat more universal in their appeal. 
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This suggests the reflection that there may 
be certain products which will enjoy a 
greater sale if they are thought to be ap- 
propriate to, and appreciated by the lower 
social and economic groups, while for other 
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preferences of the 317 individuals as com- 
pared with their judgments of the prefer- 
ences of the gangster and the business man. 
From this it is apparent that they are very 
much more likely to say that they prefer 


TABLE III.—SHOWING PREFERENCES OF 317 INDIVIDUALS, COMPARED WITH THEIR JUDGMENTS OF 
PREFERENCES OF INFERIOR AND SUPERIOR INDIVIDUALS 


























Number and per cent preferring saat ae sad — 
Product 
Men Women Total Per Cent* yay sal —i— 
5, ee oor 60 77 137 43.2 3.6 63.5 
ey ee ee 49 49 98 30.9 6.1 51.02 
Pepsodent..... were 28 14 42 13.2 38 .09 40.05 
Listerine...... sake 7 14 21 6.6 19.09 33.3 
ee 8 11 19 6.0 $2 21.05 
ONE or icsls as ance nies 40 44 84 26.5 15.5 58.3 
Palmolive... . pate 53 29 82 25.8 8.5 59.7 
ee 22 41 63 19.8 9.5 12.7 
DSS 14 46 60 18.9 5.0 10.0 
Lifebuoy....... 23 5 28 8.8 75.00 21.4 
Chesterfield......... 77 100 177 55.8 5.08 re 
a dca atane 48 38 86 27.1 50.0 32.5 
Lucky Strike pied 20 14 34 10.7 11.7 41.1 
te! 7 13 20 6.3 0 20.0 
ee 66 62 128 40.4 35.1 67.1 
Plymouth..... 38 51 89 28.1 28.1 49.4 
Chevrolet........... 42 45 87 27 .4 12.6 58.6 
Terraplane..... 6 7 13 4.1 61.5 fF 
| 
Saturday Evening Post 88 106 194 61.2 5.6 79.4 
cS See er 49 49 98 30.9 1.02 32.6 
Liberty. . inte 12 10 22 | 7.0 27.3 22.2 
True Story..... 3 0 3 9 100 .0 0.0 
ee 84 85 169 53.3 0.6 68 .04 
N.Y. Herald-Tribune 54 71 125 39 .4 0.0 54.4 
N.Y. News. 7 6 13 4.1 15.4 0.0 
N.Y. American 7 2 9 oe 0.0 0.0 
N.Y. Mirror.... 0 1 1 0.3 100 .00 0.0 
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* Percentages based upon small number of cases are meaningless or of little significance 


products the converse may be true. Month- 
by-month studies of the trend of these atti- 
tudes toward products as compared with 
their waxing or waning popularity should 
give much needed information as to the in- 
fluences at work in determining what peo- 
ple will or will not accept. 

In Table III are shown the reported 


those products which they conceive to be 
appropriate to the superior individual. That 
this tendency is fairly constant is more 
clearly seen in Table IV, where the judg- 
ments of those who said they preferred a 
brand are compared with those who did not. 
For example, it will be seen from Table IV 
that of those who said that they preferred 
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TABLE IV.—SHOWING RANKING OF PRODUCTS BY 
THOSE WHO PREFER THEM AND BY THOSE 
Wuo Do Nor 








Per cent of Per cent of 
those who those who do 
prefer brand not prefer brand 

who think who think 
businessman business man 
would pre- would pre- 
fer 3.* fer it. 

Brand (A) Rank (B) Rank A/B 
Squibb’s ...... 63.5 (1) 35 2.5 
Dr. Lyon’s .... 51.02 (2) 29.6 (1) L.7 
Pepsodent..... 40.05 (3) 9.09 (3) 4.4 
Listerine....... 33.3 (4) 8.7 (4) 3.8 
Pebeco........ 21.05 (5) 2.7 (5) 7.8 
Palmolive...... 59.7 (1) 26.3 = (2) 2.2 
Seer 58.3 (2) 30.4 (1) 1.9 
Lifebuoy...... 21.4 (3) 12.1 (3) 7 
ae 2.7 5.5 (4) 2.3 
SET 10.0 (5) 1.9 (5) 5.2 
Chesterfield.... 75.1 (1) 50.7 (1) 1.4 
Lucky Strike... 41.1 (2) 7.4 = (3) 5.6 
RMR scccsces Geen ) w.S 2.6 
Old Gold...... 20.0 (4) 5.7 (4) a5 
eee 67.1 (1) 23.8 (1) 2.8 
Chevrolet...... 58.6 (2) 16.9 (2) 3.4 
Plymouth...... 49.4 (3) 16.6 (3) 2.9 
Terraplane..... it © 3.9 (4) 2.0 
ee 79.4 = (1) 58.5 (1) 1.3 
oe ae 32.6 (2) 6.5 & 2.1 
ee 22.2 3) 6.7 (3) 3.3 
True Story..... 0.0 (4) 0.0 (4) 

N.Y. Times.... 58.04 (1) $2.2 (1) ‘3 
N.Y. Herald- 

Tribune..... 54.4 (2) 24.4 (2) +e 
N.Y. News..... 0.0 2.6 (3) 
N.Y. American. 0.0 6 (4) 
N.Y. Mirror... 0.0 0.0 (5) 





* See Table III. Note that percentages based upon 
small number of cases are not reliable, but may be 
suggestive. 


Lux, 12.7 per cent thought that this brand 
would be preferred by the superior indi- 
vidual. Of those who did not prefer Lux 
only 5.5 thought that it would be thus se- 
lected. The ratio of 5.5 to 12.7 is as 1 is to 
2.3, which is just slightly below the median 
of the ratios secured in a comparison of 
the percentages in column A with those in 
column B. It should be noted that for 


brands which were little preferred the per- 
centage figures are based upon very small 
numbers and are consequently not especially 
reliable. 

From Table IV it may be seen that al- 
though there was a tendency for those who 
said that they preferred a brand to give it 
as the brand preferred by the superior in- 
dividual, the final ranking of the different 
products is much the same in column A and 
in column B. The data suggest that this 
tendency is fairly constant for all of the 
brands, although the judges who them- 
selves prefer Lucky Strike cigarettes, for 
example, are slightly more likely to over- 
estimate the appeal of this brand than are 
those who prefer Chesterfields to make a 
similar error. The reasons for such differ- 
ences, if further investigation confirms this 
conclusion, should afford an_ interesting 
subject for speculation. 

One other method of indicating the rela- 
tionship between preferences and judg- 
ments is shown in Table V. The data given 
in this table simply serve to re-emphasize 
the point that preferences are especially 
likely to be associated with products which 
are judged to have an appeal to superior 
individuals, 

The foregoing raises the important ques- 
tion as to whether people prefer products 
because they think those products are so- 
cially acceptable, or overestimate the stand- 
TABLE V.—SHOWING DEGREE OF ASSOCIATION BE- 

TWEEN PREFERENCE FOR PRODUCT AND BELIEF 

THAT INFERIOR AND SUPERIOR WILL 
PREFER IT. (317 judges) 
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they say they 
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gangster business man 

per cent per cent 

Automobiles....... 28.07 57.4 
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ing of certain products because they them- 
selves prefer them. Specifically, does the 
man who prefers Chesterfield cigarettes 
think that they appeal to superior people 
because he smokes them, or does he smoke 
them because (among other reasons) he 
feels that they are for the time being the 
preferred smoke of superior individuals, 
whose prestige he desires to emulate? The 
present data do not give a satisfactory an- 
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swer to this question but they do afford a 
point of departure in seeking an answer. 
Over a period of several years it should 
be possible to compare the trend of atti- 
tudes toward various products with the 
trend of sales for those products, and to de- 
rive from such studies a general notion of 
the extent to which attitudes influence buy- 
ing. Further exploration of this field seems 
desirable. 





Experiences of an Early Marketing 
Teacher 


DR. J. E. HAGERTY 
Ohio State University 


HE TEACHING Of courses on business 
yee aceonem in American universi- 
ties began only recently. But three colleges 
in Business Administration were in exist- 
ence before 1900 and the courses they of- 
fered were of a very general nature.’ In 
the decade from 1900 to 1910 a number of 
American offered courses in 
business administration which promised to 


universities 


become substantial in character. In this pe- 
riod several universities organized schools 
or colleges for the administration of these 
courses and other universities offered such 
courses in colleges already in existence and 
published separate bulletins 
courses in business administration. 


announcing 


1. Courses in Business Administration 


Given between 1900 and 1910 
The 


courses and their change in character can 
be seen from the courses offered at the Ohio 
State University in the years 1900-1, 1905- 
6, and 1909-10. 

In 1900-1 the following courses were of- 
fered in Economics in the College of Arts, 
Philosophy and Science: History of Indus- 
trial Society, Practical Problems in Eco- 
nomics, The Transportation Problem, Pub- 


gradual development of these 


lic Finance and Taxation, Commercial 
Geography, Money Credit and Banking, 
and Commerce and Trade. All of these 


were two hour courses for one term. 
In 1905-6 courses were offered as fol- 


*The Wharton School of the University of 
Pennsylvania was organized in 1881, and schools in 
business administration were organized at the 
University of California and the University of Chi- 
cago in 1898. 


lows: Commercial and Economic Geogra- 
phy, Industrial Organization and Man- 
agement, Industrial Concentration and 
Monopoly, Labor Organization and Employ- 
Mercantile Institutions, 
Commercial Credit, Public Finance and Tax- 


ers Associations, 
ation, Transportation, Money and Banking, 
Banking Practice, The Money Market, Ac- 
counting and Statistics. With the exception 
of three of these, all were three hour 
courses. The others were two hour courses. 

The course offerings for 1910-11 show 
considerable expansion. They are as fol- 
lows: Accounting, Advanced Accounting, 
Cost Accounting, Auditing, Public Finance, 
Taxation, Municipal Economics and Fi- 
nance, Business Law, Statistics, 
Banking and the 
Money Market, Life Insurance, Property 


Jusiness 


Money and Currency, 


Insurance, Mercantile Institutions, Com- 
mercial Credit, Commercial Policies, Cor- 
poration Economics, Industrial  Or- 
ganization, Railway Economics, Labor 


Legislation, Labor Organization and Re- 
muneration of Labor. 

This development of courses in Business 
Administration at Ohio State in the first 
decade of this century is typical of the de- 
velopment of courses in the other leading 
universities of the country. Those listed for 
1910-11 are 
more general in character than those given 


fewer in number and much 


in any of the leading universities of today. 
2. Early Courses in Marketing 
Ohio State University 


Given at 


In the Spring term of 1905 I offered a 
three hour course at the Ohio State Uni- 


versity on the Distribution of Products. 


20 
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The following year this course was ex- 
panded into a year’s work, two terms of 
which (the Autumn term of 1905 and the 
Winter term of 1906) were devoted to the 
subject Distributive and Regulative Institu- 
tions, and the Spring term of 1906 to the 
subject Commercial Credit. The next year 
the title Distributive and Regulative Insti- 
tutions was changed to mercantile Institu- 
tions, although the content of the course 
remained the same. This title remained un- 
til 1916 when it became Marketing. 

[ have often wondered if Mercantile In- 
stitutions was not a better title for what we 
are offering than Marketing. Marketing 
emphasizes the process while Mercantile 
Institutions emphasizes the institution 
through which the process takes place. 

A special bulletin on Business Adminis- 
tration and Social Service issued in 1906 
gives a detailed description of the courses 
on Marketing which are as follows :? 

40. Mercantile Institutions. 3 credit hours, 
Ist and 2nd terms. Mr. Hagerty. 

This course considers mercantile organi- 
zation from two points of view: (1) The 
evolution of mercantile organizations in the 
United States and their relation to each 
other; the origin and development of the 
various mercantile institutions with special 
reference to the economic conditions which 
brought them into existence and perpetu- 
ated them. The various methods of market- 
ing goods, and the functions of the various 
distributors, manufacturers, manufacturers’ 
agents, brokers, jobbers, travelling sales- 
men, etc. Advertising, its psychological 
laws, its economic importance and the 
changes it has introduced in selling goods. 
The work of stock and produce exchanges. 
(2) The internal or administrative organi- 
zation of mercantile concerns. A study of 
the divisions and subdivisions of mercantile 
concerns and the relation of the various de- 
partments to each other and to the whole. 


*This is the outline of the course as given in 
1905-6, 


The systems in use of recording and pre- 
serving data. 

41. Commercial Credit. Three 
hours. Third term. Mr. Hagerty. 

A study of the organizations of houses 
for the giving of credit, the history and 
functions of mercantile agencies, the work 


credit 


of credit men’s associations, the history of 
bankruptcy legislation, etc.; also a study of 
the various instruments for giving credit, 
notes, drafts, bills of exchange, bills of lad- 
ing, etc. Prerequisite 40. 

These courses remained unchanged for a 
number of years. These were the first 
courses offered in an American university 
devoted exclusively to the subject of Mar- 
keting. 


3. Early Courses in Marketing Given at 
Other Universities 

A number of courses were offered be- 
tween 1900 and 1909 which dealt inciden- 
tally with the subject of marketing, Among 
these the University of Illinois as early as 
1902 offered such courses as Domestic 
Commerce and Commercial Policies, For- 
eign Commerce and Commercial Policies, 
and Domestic and Foreign Markets; New 
York University in 1902 offered courses on 
3usiness Organization and Practices, and 
Raw Materials, and a course on Industrial 
Organization and Management in 1904. 
Other courses given within this period by 
other institutions dealt in a very minor way 
with the subject of marketing. 

In 1909 the University of Pittsburgh of- 
fered a course, the Marketing of Products. 
As the name implies the course was devoted 
exclusively to the subject of marketing. 

The organization of the Harvard School 
of Business Administration in 1908 and the 
employment of Dr. Paul T. Cherington as 
one of its professors gave a great impetus 
to the teaching of marketing. Dr. Chering- 
ton had been a graduate student at the Uni- 
versity of Pennsylvania and was an em- 
ployee at the Philadelphia Commercial 
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Museum working in the field of marketing 
at the time of his employment by Harvard. 
The first course given by him at Harvard 
on the subject of marketing was called 
“Commercial Organization and Methods” 
and was given in the Spring of 1909. This 
course “took the manufacturers as the cen- 
tral point in the mechanism of commerce 
and first considered methods of buying— 
open market, monopoly buying, commission- 
buying, and such facilities as exchanges and 
warehouses and the like. The manufacturer 
as a buyer of capital equipment was dis- 
cussed and then the manufacturer as a sell- 
er with the wholesaler, retailer, the agent, 
the commission man and the re-manufac- 
turer or converter all discussed, and the 
salesman and the order department de- 
scribed as facilitating devices.’* Advertis- 
ing was also discussed. 

This course was repeated the next two 
years. After that the work was gradually 
expanded and in 1914-15 the term market- 
ing was first used for this class of courses. 
The case method of teaching was used and 
problem books on marketing have been pub- 
lished by Harvard which have greatly fa- 
cilitated the teaching of marketing every- 
where. Prior to 1915 relatively little was 
offered on the subject of marketing aside 
from the courses here described offered at 
Harvard University and Ohio State Uni- 
versity, 


4. Early Literature on Marketing 


I began the study of marketing as a 
graduate student in the University of Penn- 
sylvania in 1899 and continued this inves- 
tigation for two years. I called the subject 
on which I was working the Distribution 
of Industrial Products. Strange as it may 
seem to us now relatively few seemed to be 
interested in the subject. For a long time 
it had been assumed that if goods were pro- 
duced they would be sold, and there was 


*Paul T. Cherington. 


no need in studying the methods of selling 
them. 

There was no literature on the subject 
then and no literature worthy the name was 
produced on the subject for years after- 
ward. Edward F. Adams wrote a book pub- 
lished in 1899 on the Modern Farmer. He 
treated the subject cooperatives as they ex- 
isted in California at that time and dealt 
with the relationship of the farmer to the 
banker, the railroads, the tradesman, the 
commission merchant and the speculator. 

A very elementary book on merchandis- 
ing and credit written by Harlow N. Hig- 
genbottom was published in 1902. In 1905 
Charles Edward Russell’s book, The Great- 
est Trust in the World, an attack on the 
organization and methods of the meat pack- 
ers, appeared. The following year, 1906, J. 
Ogden Armour’s book, The Packers, the 
Private Car Lines and the People, was pub- 
lished which was a defense of the packers. 
In the same year Sparling’s book, Business 
Organization, was published which con- 
tained brief chapters on Exchanges, Direct 
Selling, Wholesaling and Retailing, Travel- 
ling Salesmanship and the Mail-Order busi- 
ness, Advertising, and Credits and Collec- 
tions. After travelling through the country 
and observing the practices of American 
business men Douglas Knoop, an Eng- 
lishman, wrote a book on American Busi- 
ness Enterprise which was published in 
1907. In 1904, Ida M. Tarbell’s book on the 
Standard Oil Company appeared which ex- 
plained in detail the methods of marketing 
of the Standard Oil Company. A book by 
Bruce Wyman, The Control of the Market, 
published in 1911 was an attempt to show 
how Trusts and other big business corpora- 
tions could be controlled by law. 

Somewhat later three books were pub- 
lished which were a great boon to market- 
ing teachers, as they were the first real con- 
tributions to the literature of marketing. 
They were Cherington’s Advertising as a 
Business Force, published in 1913, Weld’s 
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Marketing of Farm Products, published in 
1915, and Shaw’s An Approach to Business 
Problems, published in 1916. These books 
dealt with fundamental factors which are 
as valuable to the teacher of marketing to- 
day as when they were written. 

A more satisfactory literature on adver- 
tising and commercial credit appeared 
earlier than this on General Marketing. 
efore the publication of Cherington’s book 
Advertising as a Business Force, two books 
by Walter Dill Scott of Northwestern 
University, now President of Northwestern 
University, were published. The Theory 
and Practice of Advertising appeared in 
1903, and the Psychology of Advertising in 
1908. In 1913, 1914 and 1915 a large list 
of books on advertising and salesmanship 
were published. 

Prendergast’s book on Credit and Its 
Uses was published in 1906, Zimmerman’s 
book on Credits and Collections in 1907, 
and my book on Mercantile Credit was pub- 
lished in 1913. 

When I began the study of marketing in 
1899 the published literature on the sub- 
ject was very mediocre. The Philadelphia 
Commercial Museum kept files of all the 
trade journals that were worth preserving 
and these sometimes treated very incidental- 
ly the subject of marketing. The Grocery, 
Dry Goods, Hardware, Drug, Clothing and 
Shoe Journals and journals dealing with ex- 
porting and importing were the most valu- 
able of these. It was only when the selling 
or marketing situation in the trade became 
a problem that space was given in these 
journals to the subject of marketing. 

The Sherman Anti-Trust law was passed 
in 1890 and much interest was exhibited 
in determining what constituted a violation 
of this law in mercantile transactions. 
Where cases were prosecuted and brought 
to the higher courts the reports of the Bu- 
reau of Corporations contained definite in- 
formation with reference to the practices in 
selling, But the first of these reports was 


OF MARKETING 23 


not published until 1904. Situations some- 
times received consideration by committees 
of Congress and then the trade practices as 
revealed in the investigation of these com- 
mittees were published in the Congressional 
Journals. 


5. Early Methods of Studying Marketing 


The most valuable information I obtained 
came from business men themselves through 
personal interviews with them. Interviews 
were sought with prominent men in the dif- 
ferent lines of mercantile trade in Phila- 
delphia and in New York City. These men 
were uniformly courteous and gave infor- 
mation freely concerning their own busi- 
ness and that of others with which they 
were familiar. Among these I recall with 
pleasure a detailed interview with Mr. John 
Wanamaker. I have always believed that 
one reason why business men were so free 
with their time and information was due to 
a very curious interest they had in knowing 
why any one should desire to know the or- 
ganization of their business, their methods 
of procedure and the problems relating to 
them. 

The questionnaire was also used. Ques- 
tionnaires were sent to leading business men 
in all parts of the country to secure informa- 
tion not obtained by the direct interviews, 
and this method of obtaining information 
proved to be very satisfactory. 


6. Problems in Marketing 


The most available information to the in- 
vestigator of marketing 35 years ago came 
from a study of it from the problem point 
of view. The average consumer felt then 
more than he does now that he was paying 
a much higher price for the commodities he 
bought because of the cumberous and awk- 
ward methods of selling. The farmer felt 
that he was not getting what he should for 
his products, and was paying a higher price 
for what he purchased because of large 
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middle men’s profits. Middle men in the 
regular channels of trade were always wor- 
rying over changes in industry which were 
displacing them. 

The men visited include managers of de- 
partment stores, independents most opposed 
to department stores, representatives of 
chain stores, officials of cooperatives organ- 
ized to fight the chains, big-independent re- 
tailers, small independents, editors of trade 
journals, managers of mercantile agencies, 
managers of credit exchange agencies, job- 
bers, mail order house representatives, com- 
mission merchants, brokers, selling agents, 
etc. 

Before interviewing a business man it was 
necessary to make clear that I was not a 
newspaper man. I succeeded only when I ex- 
changed information with a business man. 
The more information I gave the more I re- 
ceived, and if I had nothing to give I re- 
ceived nothing worth while. Consequently 
it was imperative that I acquire all possible 
information about a man’s business, and that 
of other occupations allied to his from trade 
journals and other sources before I inter- 
viewed him. I attempted to secure nothing 
from him that I could get from any other 
source. Of course in interviewing men you 
get a great deal of information you already 
know and much else for which you have no 
use. 

At times it took a great deal of courage 
to make an appointment with a business 
man at his office and expect that he will give 
much of his busy hours talking to a student 
about the details of his business. Upon meet- 
ing a business man on one of these occasions 
it became apparent to me that he did not 
want to give me any time. He told me of a 
retired business man who had an office not 
far away who could give me all the informa- 
tion I desired. Before being definitely dis- 
missed I succeeded in asking him two ques- 
tions about his business that he could not 
answer. His attitude changed at once, and 
he invited me to an inner office where I re- 
mained two hours. This proved to be the 


most satisfactory interview I had with any 
of the men. 

It was a distinct disadvantage to take 
notes in the presence of the man interviewed. 
I had definitely in mind in advance the in- 
formation desired, and immediately after 
the interview I sought a quiet place where I 
carefully recorded the information I re- 
ceived with the slant of emphasis the busi- 
ness man desired to convey. 

Department stores were still under fire in 
1900. They were less than 25 years old and 
many competitors protested against some of 
their practices. In one or two of the western 
states legislatures had attempted to curb 
their competitive importance by levying a 
progressive tax on quantity sales. While 
these legislative ventures were defeated it 
was clear from the attitude of the depart- 
ment store managers I| interviewed that the 
movement was disturbing to them. They 
contended that while the anti-trust move- 
ment was directed against the destruction of 
free competition and the maintenance of 
high prices, the department stores were for 
free competition and objections were raised 
against them because of their influence in 
reducing prices. They contended that depart- 
ment stores had a very definite advantage 
over their competitors because of their su- 
perior organization, their skill in buying, 
and through their ability to satisfy the con- 
sumer much more thoroughly than was pos- 
sible for their competitors. 

The chief objections expressed against de- 
partment stores by competitors concerned 
the use of leaders and their advantage in us- 
ing the page in the daily paper for advertis- 
ing. Classes of well-known commodities 
were sold at cost or at a loss they claimed 
for the purpose, at least in part, of giving 
the impression that commodities in general 
sold in department stores were likewise sold 
at low prices. It was claimed by these men 
interviewed that commodities sold in the de- 
partment store were played up in the adver- 
tising page with prices in such a way as to 
make the consumer think that goods sold 
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in the department store were much cheaper 
than those sold by competitors. They claimed 
that some of these competitors were then in 
bankruptcy because they could not get buy- 
ers for their goods at lower prices than those 
prevailing in department stores. 

The mail order house came into existence 
about the same time as department stores 
and while the latter served city people the 
former served people in the rural districts. 
Representatives of mail order houses I in- 
terviewed were willing to admit that they 
succeeded because of the inadequacy of the 
village, town and small city store and be- 
cause of poor roads and slow means of 
transportation. Since this study was made 
the automobile has come into existence, 
roads have been improved, and the country 
people easily reach the large store in the 
city. With these changes the mail order 
house has declined in relative importance. 

The chain store is now an accepted and 
powerful institution. This was not the case 
in 1900. The grocery chains were the most 
important then and they prevailed chiefly 
in eastern cities. While their percentage of 
retail sales in the couritry was very small, in 
some sections where they prevailed, they 
gave severe competition to individual retail- 
ers. 

The representatives of the chains who 
were interviewed claimed that they had an 
advantage over competition in securing job- 
bers’ or less than jobbers’ prices through 
large purchases, in securing car lot load 
rates in transportation, in advertising, in 
using the cash and carry plan in selling, in 
adapting merchandise and store managers to 
the community where the store was situated, 
and in transferring merchandise from store 
to store depending on demand. 

The single line managers interviewed were 
unwilling to admit that the chains possessed 
all these advantages. They were willing to 
admit that the chains received price dis- 
counts and enjoyed an advantage on car lot 
shipments. They claimed that the merchan- 
dise sold in the chain stores was inferior and 


consumers knew it to be inferior; that the 
managers of these stores were inferior and 
were incapable of giving superior service; 
that these stores catered only to the cheaper 
class of consumers; that the better class of 
consumers desired service and wanted de- 
liveries; and that the independents were 
most interested in the latter class of con- 
sumers, 

The single line stores organized codpera- 
tive purchasing associations to offset the 
advantages of the chains due to price dis- 
counts on quantity purchases and of car- 
load rates on shipments. Those who went 
into these associations enjoyed these ad- 
vantages which were important, but the 
great majority of the grocers could not go 
into these coOperative associations because 
they could not pay cash for their purchases 
which was required at the time. 

A change in selling policy of the Spalding 
Manufacturing Company was made about 
1900 in which it abandoned its sales to job- 
bers and began selling directly to retailers. 
This change in policy met with much oppo- 
sition from jobbers who found themselves 
at once eliminated from the sales of this 
class of goods. The reasons assigned by the 
Spalding Company were chiefly these. By 
selling directly to the retailer it was possible 
for the company to sell its trade-marked 
goods to the consumer at a definite price by 
having a contract with the retailer. It was 
claimed by the company that there was a 
definite advertising value in selling its stand- 
ardized products, upon which a reputation 
had been made at a specific price. In selling 
through jobbers it was contended by the 
company that these goods were purchased 
and sold as leaders at cut-rate prices and 
that their advertising value was being 
destroyed. This change in policy of the 
Spalding company led to a prolonged dis- 
cussion of the arguments for and against 
the fixing of resale prices in the trade jour- 
nals of the time. 

The influence of the Trust and other large 
producing units was receiving much atten- 
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tion thirty-five years ago. Some trusts were 
formed in the 80’s and early 90’s but during 
the depression from ’93 to 97 they remained 
relatively inactive. With the return of pros- 
perity in 98 and ’99 many new ones were 
forming and many middle men were won- 
dering what their influence would be on the 
regular channels of mercantile trade. Trav- 
elling salesmen were worried because they 
saw that direct methods of marketing were 
eliminating many of their number. Investi- 
gations showed that the Standard Oil 
Company, the Big Four Meat Packers, the 
American Tobacco Company and a number 
of other big concerns organized their own 
methods of marketing while other large con- 
cerns used the regular channels of trade. 


7. Methods of Teaching the First Courses 
on Marketing 


When courses were offered on marketing 
in 1905-6 and for years afterward we were 
confronted with the difficulties of teaching 
a subject without a literature. The courses 
on commercial credit and advertising were 
less difficult to teach than courses on general 
marketing, 

When the course on commercial credit 
was taught in 1906 I used as a text Pren- 
dergast’s book, Credit and Its Uses. The lec- 
tures used in this course and succeeding 
courses were published in 1913 by Henry 
Holt and Company under the title Mercan- 
tile Credit. The material for these lectures 
was collected in Philadelphia between 1899 
and 1901. 

When my first course in advertising was 
offered in 1911, I used as a text Walter Dill 
Scott’s book on the Psychology of Advertis- 
ing published in 1908. The literature on ad- 
vertising accumulated rapidly from this time 
on and Printer’s Ink and Mahin’s Magazine 
contained valuable articles on the subject. 

The teaching of general marketing was 
especially difficult between 1905 and 1912. 

The Industrial Commission published its 
reports between 1900 and 1902. This inves- 


tigation attempted to show, among other 
things, the influence of Trusts and other 
large producing units on competition, prices, 
and on industry in general. Volume six of 
this report discussetl the marketing of farm 
products, and the difficulties of the farmer 
in securing favorable markets for his prod- 
uce, and was the best analysis of the farm 
marketing situation then published. 

When I gave my first course on marketing 
in 1905 and for years afterward this volume 
six was used as a text. In the absence of 
other material to assign, each student was 
given a term report and was required to 
make an extensive investigation of his sub- 
ject. Such topics as these were assigned: 
The marketing of wheat, corn, tobacco, rub- 
ber, coal, precious metals, cotton, wool, live- 
stock, lumber, fruit, vegetables, city-mar- 
kets, produce exchanges, etc. 

I never found students more enthusiastic 
on any course I taught than on this course 
on marketing during the early years of its 
teaching. That there was practically no liter- 
ature on the subject made them more en- 
thusiastic in preparing papers based on the 
personal interview and such literature as 
was available. 

Most of the material in the course was 
given in lectures which was collected chiefly 
in the investigations in Philadelphia to which 
reference has already been made. The lec- 
tures covered the following topics : The Evo- 
lution of Methods of marketing, the manu- 
facturer as distributor, the wholesaler, the 
travelling salesman, the broker, the commis- 
sion merchant, the general retailer, the de- 
partment store, the chain store, the mail 
order house, cooperative purchasing associa- 
tions, direct selling, changes in marketing 
introduced by trusts and other large produc- 
ing units, price fixing and methods of main- 
taining resale prices, and produce exchanges. 

Marketing institutions were discussed 
from the evolutionary point of view, the 
changes taking place in the institution, and 
its probable future development, the func- 
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tion of the institution, and a discussion of 
its internal or administrative organization. 
The descriptive features were much more 
emphasized then than at present, because 
thirty years ago people were less familiar 
with mercantile institutions than at the pres- 
ent time, and you can make assumptions of a 
knowledge now that you could not make 
then. 

Much attention was given then to the in- 
ternal organization to carry out the func- 
tions of the institution. Emphasis was also 
given to the various types of organization 
suited to the marketing of different classes 
of commodities, to the comparative merits 
of different types of organization, and to 
changes that were certain to take place in the 
future. Nearly all the forecasts of thirty 
years ago have come true. 

Little or no attention was given by me 
thirty years ago to market analysis, or to 
marketing problems such as have been de- 
veloped by the Harvard School, and while 
we discussed marketing problems, the case 
method of teaching marketing was never 
used by us at that time. 

From the beginning I had the assistance 
of merchants in the city of Columbus who 
came to the University to talk on marketing 
problems with which they were familiar. To 
secure satisfactory lectures from these men 
it was always necessary for me to spend 
from one to two hours with the lecturer 
helping him to outline his lecture. This was 
done by asking him many questions about 
his business, and after he had replied in de- 
tail to each of them, the interview was 
ended by my telling him to come to the Uni- 
versity and tell my students these things. 
Nearly always I was confronted with a sur- 
prised expression and the query are the stu- 
dents interested in all this. Had I not pur- 
sued this course these men would have spent 
much time reminiscing on experiences and 
telling students that honesty is the best policy 
in business, and featuring other phases of 
the morals of business. 
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8. Some Laws of Marketing 


The following are some of the principles 
or laws which were taught in the first mar- 
keting courses. 

1. Facilities for hedging transactions en- 
able merchants to avoid speculation. Experts 
in speculation take over transactions of this 
class and permit merchants to confine their 
activities to regular mercantile transactions. 

2. Thirty years ago as now manufactur- 
ers took orders for goods before they were 
produced, This required the retailer or 
others closely associated with consumer de- 
mands to forecast the demand for commodi- 
ties, and accept the responsibility for quan- 
tities produced. 

3. A different type of retail institution is 
needed to sell producers’ goods from that 
which sells consumers’ goods. This is due to 
the difference in psychology of men and 
women. Nearly all producers’ goods are pur- 
chased by men and consumers’ goods by 
women. The department store which sells 
primarily consumers’ goods would not last 
very long if it depended on the purchases of 
men. 

4. Stores which sell shopping goods 
should be situated in the same section of the 
business district of a city. A store which 
handles goods of this class situated a con- 
siderable distance from other stores which 
handle shopping goods is almost doomed to 
failure. 

5. Are the costs of merchandising rising 
or falling? Absolutely they are falling, but 
relatively they are rising. If manufacturing 
or producing costs are declining more rapid- 
ly than selling costs, then the percentage of 
selling costs of retail prices is increasing. 
The more definite our measurement of cost 
items the more active will be comparisons 
which will further reduce costs. This is 
the answer and the only answer to the con- 
tention that the methods of distribution are 
wasteful and extravagant and impose a 
heavy burden on consumers. 








Where Are We Bound in Marketing 
Research? 


FRANK R. COUTANT 
Pedlar and Ryan, New York City 


Sige JERSEY has been blamed for having 
on its statute books a law requiring that 
if two automobiles arrive simultaneously at 
a corner, both shall stop and neither shall 
proceed until the other has passed. 

Such a law makes just as good sense as 
the old belief that the flow of business de- 
pends mostly upon natural supply and de- 
mand, Once that was roughly true, when 
supplies never quite equaled the capacities 
of markets to absorb them. If applied to to- 
day’s high development of production, busi- 
ness would stop at the corner where supply 
met demand, and neither could go ahead un- 
til the other had passed. 

A great thinker named Millikan pointed 
the way out of such a blockade, however, 
when he observed that progress comes from 
creating new wants in people and satisfying 
them. Paul Cherington has written a book 
on the subject that you might well sit up a 
little later at night to read, for the philoso- 
phy in it affects your whole future. 

Only a top-flight researcher could have 
written such a book, for the job of good mar- 
keting research is to discover incipient wants 
and to help in making them grow to profita- 
ble proportions. Another researcher, Ket- 
tering, sums up the aim of research as 
“Finding out what to do next when we can 
no longer do what we are doing now.” On 
that ground, production research and mar- 
keting research meet, even though market- 
ing research must reach up to shake hands. 

Marketing is the art of picking up goods 
where production lays them down and ex- 
changing them for consumers’ dollars. Mar- 
keting science is organized knowledge of the 
best methods of practicing the art, and true 


marketing research is its highest develop- 
ment. Some of the greatest artists in mar- 
keting knew little or nothing of its science— 
men like Wanamaker, Patterson and Rosen- 
wald. But once their natural genius passed 
from management, their successors were 
glad to turn to marketing science for guid- 
ance. 

If you are a natural genius, you do not 
need marketing science, not even research. 
But unless you are absolutely sure that your 
gifts of reasoning are infinitely superior to 
those of most mortals, you had better not 
try to get along without marketing research 
in the tightly competitive years to come. 

Marketing research is conscious that it has 
a big responsibility ahead, for it must under- 
take the study of products, pricing, policies, 
markets, and even that elusive phantom of 
many disguises, merchandising (whatever 
that may mean). Marketing research some- 
times reaches across the boundary into pro- 
duction, to suggest changes in product or 
salability. A 
specialized branch of marketing research 


process that will enhance 
deals with advertising research, and if | 
find you still with me in 10 minutes, I will 
risk some comments on the outlook for ad- 
vertising research. 

Naturally, all firms that spend a few thou- 
sand dollars a year for marketing research 
are not necessarily going to be successful. 
Research is no substitute for smart sales- 
manship and smart management. But really 
smart management wants to hear what mar- 
keting research finds out about the sound- 
ness of its judgment. 


Everyone recognizes that marketing is 
at least half of the business structure, the 
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other half being production. Not even busi- 
ness administrators, however, seem to realize 
how far marketing efficiency has been per- 
mitted to lag behind production efficiency. 

In the physical sciences used in produc- 
tion, engineers, chemists and other techni- 
cians have mastered probably 70% of the 
possibilities, leaving a field of only about 
30% unexplored. 

These developments in production effi- 
ciency were sometimes resisted before they 
were accepted. Factory managers of 25 years 
ago resented the laboratory. Production of- 
ficials felt that they were capable of settling 
any matter connected with product or proc- 
C335. 

Some sales managements have a similar 
attitude toward marketing research, though 
their number is steadily decreasing. It is 
human, understandable, and mistaken. Mar- 
keting research increases rather than lessens 
the importance of sales management. We do 
not try to convince sales executives who 
have fallen behind the times that research 
is helpful, but younger executives will move 
in to take their places, and younger ones are 
already convinced. 

We have progressed to the point where a 
steady stream of favorable talk is heard 
about marketing research. Perhaps, though, 
you do not realize how little marketing re- 
search is actually being done. A contrast 
with production research may serve as il- 
lumination. 

There are about 1600 production research 
laboratories employing 35,000 workers and 
costing $200,000,000 a year to maintain. All 
that is well spent to maintain production at 
a high efficiency, with products and methods 
constantly improving. 

Engaged in marketing research as profes- 
sional practitioners, there are not more than 
30 well-qualified executives, somewhat less 
than 500 full-time workers, plus 1000 or so 
part-timers, and at the outside not over 
$3,000,000 a year in financial support. 

Companies spending $100,000 or more a 
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year on their production laboratories are 
spending $2000 a year or less on studies of 
their distribution opportunities. 

How far have we come in learning the 
sciences of marketing? Are marketing re- 
searchers deserving of more generous sup- 
port ? Henry Dennison has been good enough 
to estimate that we have about 10% of the 
science of mar’seting under some degree of 
control with our present methodology; an 
unexplored field of 90% or nine times more 
than we now know challenges our efforts. 
If we have mastered one-tenth of the job 
on 114% of the money that is appropriated 
for laboratory research, you may concede 
that we could go a long way if marketing 
science appropriations were stepped up to 
10% of production research expenditures. 

Frank Lovejoy has given us the concept 
that markets are minds. We used to think 
of markets as people. But no matter how 
many people you may tell your story to, your 
market is found only in what goes on in the 
minds of those people. Most sales manage- 
ments have learned how to get figures on the 
population of the territory they call their 
market, because they can get these free from 
the Census. Few have yet progressed to the 
point where they consider it necessity to 
take the real measurement of the market, in 
the minds of the people they would like to 
call customers. Even in this elementary form 
of marketing research, not more than 150 
firms are pioneering. 

There are thousands of firms who are 
conscious of what they have not in market- 
ing information. They approach timidly by 
buying a book, or delegating a clerk to gather 
statistics, or otherwise making gestures while 
gathering their courage to undertake the in- 
evitable serious study of the best methods of 
distribution, just as they have sponsored the 
search for better methods in production. 


HyBriIDS AND SYNTHETICS 


The coming of true marketing research 
has been somewhat delayed by the hybrids 








and synthetics that have adopted its name. 
Among these are canned research services, 
ready made for sale to as many firms as pos- 
sible. They are quite accurate on shallow 
measurements, but they do not go very deep. 

The question that executives must eventu- 
ally decide is whether a certain sum of 
money is better spent for: 


(a) An annual marketing survey that 
goes thoroughly into the situation for 
one product and its competition, in- 
cluding what consumers think about 
them ; 

or 


(b) Reports that show only such broad 
trends as changes in brand standings 
without clue to their probable causes, 
which may be temporary or serious 
enough to require attention, 


There must be a period of experimenta- 
tion with the ready-made services. Execu- 
tives may find in a few years that these are 
unsatisfactory substitutes for thorough re- 
search, but they are an expedient that the 
independent research organizations have 
been forced to adopt in order to stay in busi- 
ness. The results are in the same class with 
boiler plate advertising copy. Under severe 
money limitations, the research organiza- 
tions do an excellent job—just as creative 
advertising men would do if circumstances 
forced them to turn out standardized copy 
that could be used for many clients. But the 
builders of advertising better satisfy them- 
selves and their clients by concentrating on 
one account at a time, and so do researchers 
feel about preferring to pass the canned re- 
search era. It is preferable to no research, 
however, both for clients and for research 
services. 

Among the synthetics are some of the pro- 
motion material that comes to us from sell- 
ers of time and space, under the colors of 
research. Certainly we have no wish to hin- 
der media owners in legitimate advertising 
of what they have to sell. But if they insist 
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upon calling their presentations “research,” 
then they should conform to American As- 
sociation of Advertising Agency standards. 
An improvement in media research can be 
affected quickly by calling attention to the 
4 A standards whenever a sub-standard 
presentation is offered. 

All media presentations should be read for 
what they are described to be. A report may 
plainly say that it tells what products go into 
the homes of readers of a specified publica- 
tion, for example, yet executives have been 
known to quote from such a report as repre- 
senting a cross-section of the entire market 

Also classed as hybrids are many research 
reports bearing the names of universities. If 
you will read them as you read advertise- 
ments prepared by seniors in advertising, 
you will find examples so brilliant that you 
know their authors are headed for profes- 
sional success after they have been seasoned 
by business training. But remember, please, 
that universities do not do marketing re- 
search. You must look behind the imprint 
and judge the qualifications of the men who 
did or directed the survey, 


Tue AGENCY’s PLACE IN TRUE RESEARCH 


At least three-fourths of the support that 
marketing research has so far received has 
come from advertising agencies. Keenly 
aware of their responsibilities for spending 
advertising monies wisely—unable 99 times 
out of 100 to get full and accurate informa- 
tion from clients 





advertising agents have 
financed expensive surveys and presented 
them to their clients as free service. 

It is significant that about a dozen of the 
well-qualified all-round practitioners of mar- 
keting research are under the house flags of 
agencies, and many other agencies pay out of 
their own commissions for the services of re- 
searchers in private practice. 

You may agree that every client of every 
agency should have marketing research espe- 
cially designed for the needs of each busi- 
ness. Perhaps many agencies would be glad 
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to give more of this service free to their 
smallest as well as to their largest clients 
and to provide as many surveys as the special 
problems of each client might require. But 
even the office boys know how the 10% 
commission limits the things we would like to 
do—if we could afford them. 

Among the paths around the cannot- 
afford-it are these alternatives: 


1. A Division of Financial Burden 


The agency might agree to furnish mar- 
keting research studies up to a specified an- 
nual amount per client, all studies beyond 
that cost to be billed to the client. 

However, the temptation and client pres- 
sure to cut the commission by increasing the 
amount of would 
probably be more than some could bear. 


free research service 


Such a solution seems impracticable. 


2. A Division of the Fields of Research 

It seems within the possibilities that clients 
in increasing numbers will provide them- 
selves and their agencies with basic market- 
ing data custom-built to their own busi- 
nesses. 

I believe (speaking for no one else) that 
research will make faster progress if adver- 
tisers will recognize certain studies as their 
own responsibility : e.g., 

(1) To identify the market 

One of the best approaches to mar- 
keting science is to analyze sales fig- 
ures, a task which is beyond the limi- 
tations of accounting departments, 
though good sales analysts can be de- 
veloped out of accountants with natu- 
ral aptitude for marketing. A sales 
analyst can determine such matters 
as these: 

What does it cost to make sales in 

each market? 

Is it better to leave some of the 

lean and costly markets to com- 

petitors who are situated to work 

them more profitably ? 
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Are salesmen selling the lines that 

are most profitable, or are they paid 

for gross sales regardless of what 

they sell? 

In what potentially good markets 

is there relative weakness ? 

By what standards can one judge 

how much profit a specified market 

should produce? 
Then comes field work to interpret 
the reasons for sales figures, and it 
sometimes startles by what it reveals. 
Nor are the findings accepted without 
challenge when they run counter to 
the mold of executive convictions. 
There are articles, nationally adver- 
tised for years, whose makers could 
not answer accurately the simplest 
questions about the identity of their 
markets. 

What proportions of the people 

who buy the article are old, young, 

or middle-aged ? 


Are there more men or women 
users? 
How does the market divide by 


standards of living? 

Where would these people be most 
likely to see or hear advertising ? 
These and many other questions can 
be answered by marketing research. 


To explore the product 


For what purposes do customers use 
the product ? Often they are most in- 
genious in finding new uses that could 
be capitalized if known. A form 
of ice cream intended for sodas was 
discovered by marketing research to 
be highly popular as a children’s 
novelty. Neither salesmen nor trade 
had reported this phenomenon, which 
materially modified the sales strategy. 

What do people not like about a 

product, even though they buy it? 
Finding out that the perfume of a 
toilet preparation was too heavy re- 
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sulted in a change that lifted sales. 
Time permitting, dozens of specific 
instances could be given of new uses 
discovered for old products, of minor 
changes proved to be of major im- 
portance, and of package designing 
by test methods. 

Look at the package goods in any store 
and you will see the shelves loaded with 
labels, bottles, and cartons that are low in 
sales appeal. Artists itch for the job of re- 
designing, but the job takes more than art- 
istry. Sales sense, horse sense, and con- 
sumer tests, coupled with good designing, 
have lifted many a product out of drabness 
into the light. 


Wuere AGENCIES CAN HELP 

In the close relationships agencies main- 
tained with their clients, it would be incon- 
ceivable that the agency be left out of the 
planning of basic marketing studies. With 
far greater research experience than most 
clients, and with technicians equal to any 
that clients may engage, agencies will natu- 
rally be invited to sit in and contribute to 
the planning of basic marketing surveys, and 
to package designing. They will interpret the 
significance of findings from an advertising 
viewpoint just as they now do with surveys 
of their own making. The only desirable re- 
lief is financial, 


Wuo SHouLD Do THESE MARKETING 
STUDIES 

With the usual leeway for different cir- 
cumstances, these marketing surveys could 
be made (a) by research departments main- 
tained by the client and supplemented by 
outside research organizations; (b)_ by 
agency research departments for stipulated 
fees paid to the agency. 


THEN ON TO ADVERTISING RESEARCH 


Relieved of some or most of the financial 
burden of marketing studies, agencies may 
find themselves free to do more advertising 


research. There is well recognized need for 
studies of the primary functions of agencies ; 
e.g., the wise selection of media and the 
preparation of ever-improving advertise- 
ments. 

How well these needs are known is shown 
in the following expressions of opinion by 
advertising men on what kind of research 
the agency business should be thinking 
about: 

One says: 


Is there a definable relation between the ad- 
vertising message and justifiable outlay? Is it 
as bad to spend $1,000,000 on a $50,000 message 
as to spend $50,000 on a $1,000,000 message? 


Another says: 


The most important job is to make a study 
of the comparative characteristics, coverage, 
and merits of the basic types of media such as 
newspaper, radio, magazine, car cards, outdoor, 
etc. 


Here is one more definite: 


The field of copy testing is occupying a tre- 
mendous amount of attention these days, and 
rightly so. What bothers me is that up to date 
we have been able to develop no yardstick that 
would measure the effectiveness of any test. 

There is a job for psychologists to do in de- 
veloping techniques for interviewing that will 
bring out true reactions and not rationaliza- 
tions. The day seems rather distant when psy- 
chologists will be able to furnish us with this 
sort of technique because there is a tremendous 
amount of preliminary groundwork they must 
do before they can even give intelligent atten- 
tion to the problem. 


Apparently we shall have to train the 
psychologists in advertising before their ad- 
vice will mean much to us. 

Another writes to say: 

I believe that the most important unsolved 
field of advertising research is the obtaining 
of definite measurements of the effectiveness of 


advertising. 


One man pointedly asks: 


What is the relationship between the atten- 
tion value of advertising and its sales effective- 


ness? There are several services available 
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whose ratings executives sometimes quote as 
the last word on whether advertising is good 
or bad, but the only measurement they present 
is whether the advertisement is seen or heard 
and remembered. Obviously, we can write either 
bad or good advertising deliberately designed 
to get high ratings, but are they significant 
measurements ? 
Still another remarks: 


The most important job is the collection of 
more material to measure the actual effect of 
advertising. We have been stumbling along 
measuring the radio audience, copy testing 
magazines, making purchase counts, pantry 
counts, etc. A few have attempted to correlate 
advertising done with purchases made, with 
small measure of success. One of the most im- 
portant things for us to study is possible cor- 
relation of replacement. Replacement may be 
accelerated either by taking more of a normal 
demand away from a competitor, or by increas- 
ing the normal demand. And in addition to the 
job of selling more goods, we have the other 
important job of reducing our cost per sale by 
making efficient as many as possible of our ad- 
vertising decisions. 

Some of the problems posed you may re- 
gard as beyond solution. Others are now 
under study by Advertising Research 
Foundation, which all research practitioners 
are watching with interest because the Foun- 
dation represents the power to raise money 
for research. 

Lack of money is one cause that has held 
back our search for better copy testing, for 
example, but we have six methods that now, 
in competent hands, give reliable results. 

These are discussed in my article “De- 
velopments in Copy Testing Technique” pub- 
lished in American Marketing Journal, and 
you can get a reprint by asking. 

The seven cardinal points on copy testing 
that I outlined there are worth repeating 
here: 

(1) The reactions of prospective customers 
are more important than the judgments 
of professionals in advertising. 


) 


Good copy, however, cannot be created 
out of consumer opinions. It takes more 
imagination than an average of the pub- 
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lic’s mind to tempt their reading appe- 
tites. Writers and artists must create. 
Copy testers can help by measuring the 
respective acceptability of several ideas, 

(3) Copy testing cannot be learned or op- 
erated by pants polishers. It is a field 
job for men who know and like their 
fellow humans. 

(4) There is more sense in testing new ideas 
than old ideas in new dress. 

(5) If you are in a big hurry, you might 
as well pass up the test and use your 
judgment. Thorough copy testing is 
slow and costly ; shallow testing is only 
a gesture. 

(6) Every test should be verified by at least 
two different methods. 

(7) A copy test that stops short of some 
form of sales test leaves wide open the 
question whether any of the campaigns 
will sell merchandise. 

There has been much interest expressed 
in the methods of cross-checking copy tests 
that I use. It is simply this: Each method of 
copy testing has weak spots in known places ; 
it so happens that the weaknesses occur in 
different places. By using at least three meth- 
ods of testing simultaneously on each cam- 
paign, the weak spots of all are reinforced. 
Consequently, when I get a consistent result 
from three different tests, it points definitely 
to the best campaign. (There can be a tie, of 
course.) What I do is to guard against my 
own errors of judgment, 

The general principle is like a girl putting 
on two pairs of stockings with holes in dif- 
ferent places. The holes don’t show—much. 


For BetrerR RESEARCH REPORTING 

Perhaps one of the great needs within re- 
research is for reporting that better fits the 
stature of readers. The automobile industry 
has found that a motor car is a complete 
vehicle only when there is a driver at the 
controls. Re-building the driver to fit the 
car being impracticable, designers have built 
the car around the driver. We who prepare 
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research reports must strive for greater clar- 
ity, simplicity, and the elimination of confus- 
ing detail, to suit our writing to our readers. 
We can do nothing about those who misquote 
research from memory, but we can make 
sure that the meaning is unmistakable in 
every sentence and in every table as the re- 
port is being read. And we can make it so in- 
teresting that it will be read. 

So I close on a note that I wish you to 
remember. We who work in research are 
far from satisfied with our accomplishments, 


nor will we ever be satisfied. Voluntarily we 
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band together in organizations that we 
finance ourselves, to exchange technical 
knowledge and to seek constantly better 
methods. We are proud of your trust in our 
integrity, and determined to hold your trust. 
Thumbs go down on the worker who fakes, 
and he finds no place elsewhere in organized 
research. By years of devotion to our ideais, 
and by constant improvement in our science, 
we have earned what we are sure that you 
will grant us—an inevitable big increase in 
marketing and advertising research in the 
next ten years. There is no rest in research. 
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Market Research in Germany 


DR. KARL BRANDT 
The Graduate Faculty of Political and Social Science, New York City 


O REVIEW the present vast and complex 
field of market research in a country 
like Germany within the limited space at 
hand requires first a statement of what is 
included in the concept as used here. It seems 
advisable to cover with this term any kind 
of investigation in the field of business or 
markets, except purely scientific research on 
the business cycle and mere statistics. This 
definition would embrace every kind of re- 
search work for commercial purposes, 
market investigations in connection with pro- 
duction or sales policy or management in 
industries, commerce, foreign trade, trans- 
portation, etc., as well as purely scientific 
studies on markets. It would exclude, how- 
ever, research work which puts emphasis 
mainly on general economics. But these bor- 
derlines shift in all the applied sciences, and 
nowhere more than in Market Research. 
To American eyes Germany offers a 
strange view, as if there were only some first 
sprouts of Market Research to be discovered 
or as if there were nothing that deserves the 
name at all. In fact Market Research work 
has long since become an essential activity 
in any progressive sort of business and also 
in-any governmental program for recovery 
or economic planning. The organization, 
however, differs considerably from the pre- 
vailing scheme in United States. We find two 
types of institutes: first, governmental or 
other official and semi-official research bod- 
ies; second, private research offices, co- 
ordinated with banks, industrial or com- 
mercial organizations. A third type, the 
extremely efficient market research agencies 
on a commercial basis prevailing in United 
States, are not known at all. 
To begin‘ with, the Reich’s “Institut fiir 
Konjunktur Forschung” (I.F.K.) is the cen- 
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tral office for observing the business cycle 
and its repercussions on industries or its in- 
fluence upon the economic program of the 
state. It deals now and then with single items 
of Market Research. Within recent years 
several reports on markets have been pub- 
lished by the I.F.K., e.g. those on the hide 
and leather market, the egg market, the hog 
market, the cattle market and the textile 
market. They included a complete survey 
and revealed at the same time scientific 
methods of forecasting prices. This inde- 
pendant and official institute, though fi- 
nanced through industries, does not receive 
orders from them and cannot be called upon 
by industries or business enterprises. Its 
functioning, therefore, is similar to that of 
the bureaus of economics of the U. S. De- 
partment of Commerce and of Agriculture. 
Two other scientific institutes of business 
cycle research, the “Institut fur Konjunktur- 
Forschung”’ at the University of Frankfurt 
and the “Institut fiir Weltwirtschaft und 
Seeverkehr” at Kiel did not entangle them- 
selves with actual market research, but im- 
proved research methods. From 1929 to 1933 
there existed two large official institutes for 
agricultural market research, one the “In- 
stitut fiir Landwirtschaftliche Marktfor- 
schung,”’ initiated by Prussia and attached 
to the college of agriculture at Berlin, the 
other, the “Reichs-Forschungs-Stelle fur 
Landwirtschaftliches Marktwesen,” under 
the patronage of the Reich, but both co- 
operating for the whole country. They com- 
manded a highly qualified scientific research 
staff of about 25 specialists. In the four years 
of their existence they performed a remark- 
able task. Not only did they throw light on 
a large number of vital but formerly utterly 
obscure markets but they attempted success- 








fully, to develop adequate methods of re- 
search. Some 30 books and pamphlets give 
testimony to the activities of both institutes, 
which made market research proper well 
known. Nearly all phases of the farm relief 
activities of the government, so far as they 
dealt with the markets for agricultural com- 
modities, were based on the findings of the 
two institutes. At the same time the farmers’ 
cooperative associations, agricultural banks 
and similar organizations utilized the serv- 
ices of the institutes. Since 1933 they have 
been merged and incorporated into the Reich 
Department of Agriculture where the result- 
ing bureau is similar to the bureau of eco- 
nomics in the USDA, with the difference, 
however, that the Berlin bureau is only a 
very small fraction in size compared with the 
Washington bureau, After this merger the 
research is no longer available to the pub- 
lic or to private organizations. 

Another organization was the “For- 
schungs-Stelle fiir den Handel” which had 
been organized in close connection with the 
college of commerce in Berlin. Its budget 
was met by private business groups. The es- 
sence of its work lay in studies on cost items 
in the distribution of goods. Because of the 
wholehearted codperation of large groups 
of independent merchants and retail stores, 
department stores and chain systems the 
skilled investigation of the research staff 
yielded very valuable results. The institute 
soon acquired the role of a scientific guide for 
the economic progress of commerce. The 
fact that some of the investigations revealed 
as a byproduct evidence of the irresponsi- 
bility of certain vitriolic attacks by unscru- 
pulous politicians upon the distributive trade 
in general made the institute only the more 
popular among merchants. 

Another institute of similar character op- 
erated in Nuremberg. It too was organized 
under the college of commerce, and was fi- 
nanced by the ceramic industry mainly. Here 
the work was also centered on problems of 
commercial management although the main 
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object was market research in its proper 
sense. 

After the foundation of the two agricul- 
tural market research institutes in 1929 at 
nearly every University and College profes- 
sors of economics began to launch special 
market investigations. The intensive and 
widespread competition between the univer- 
sities and the professors resulted in a large 
number of surveys many of which have sup- 
plied valuable source material. Some of them 
contributed also to the improvement of 
methodology. But neither the activities of the 
official institutes nor the miscellaneous con- 
tributions from college professors could 
meet the requirements of private business 
for market research as an aid in increasing 
net profits, although they were generally con- 
sidered as helpful collateral contributions. 

Where progressive management did ac- 
knowledge the opportunity offered through 
genuine market research ad hoc, therefore, 
small individual research units were set up 
within big business concerns. The central 
banks, industrial trusts (the “I.G.” chemical 
and dye trust, the “Siemens’”’ electric trust, 
the “European Rayon Syndicate’) public 
utility corporations, the best of the big de- 
partment stores, soap and oleomargarine 
concerns, insurance corporations, advertis- 
ing agencies and other business enterprises 
operating on large scale considered it in the 
postwar period increasingly necessary to 
have market research offices of their own. It 
added to their reputation to have it known 
that they owned the latest ornament of big 
business, namely scientific harness, as kings 
in former times kept their alchemists. The 
research office should not involve too high 
costs, but it was expected to yield manifold 
and visible returns in the form of increasing 
net profits of the whole enterprise. It was 
assumed that the market research must yield 
a differential margin at least in comparison 
with competitors who lacked market re- 
search bureaus, But even if the unfortunate 
market explorers did prove their usefulness 
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their very success in lighting the previous 
darkness was soon taken for granted—and 
their allowance curtailed. This happened 
especially when the entrepreneur had exag- 
gerated his expectations beyond realization. 
Very often the technical equipment and the 
budget were so small that to solve the task 
was almost impossible. Even under such odd 
conditions market research had sometimes 
the chance to put its capacity to the acid test. 
A few examples, although they are not per- 





haps the most representative ones, may il- 
lustrate this. When the government decided 
to reorganize a subsidized meat packing cor- 
poration which had failed and to spend an- 
other million marks on it the Prussian In- 
stitute of Market Research 
proved that the whole enterprise was mis- 


Agricultural 


calculated and in view of existing marketing 
and railroad tariff conditions the factory 
doomed to failure from the very beginning. 
Thus the institute saved much more than the 
million marks, while its investigation cost 
only 1000,—marks. Before the “General 
Motors Corporation”’ began to invest in a 
German automobile trust the concern put a 
small but well trained research unit to work 
and laid a scientific foundation for the ex- 
pansion campaign and the price policy. To- 
day this particular trust (Opel) has gained 
the leading position in the market. The sugar 
industry launched a vast advertising cam- 
paign, Market research proved that all the 
previous advertising had been addressed to 
the least important group of direct con- 
sumers, namely the housewives, while the 
greatest elasticity of sugar demand in Ger- 
many lay at that time in the jelly and pastry 
industries. The dairy industry began to re- 
organize its framework from the bottom. 
Large scale market research revealed’ the 
exchange of delivering members between the 
cooperative creamery associations alone and 
the consequent saving of hauling costs was 
enough to pay for a good deal of the reform 
in organization. Attempts to expand the de- 
mand for electric current failed until up to 


date market research gave the industry a 
break. The findings were so surprising that 
nearly every phase of the policy of selling 
current had to be changed. Suddenly the 
rather “inelastic” demand proved to be ultra 
elastic. Even in the principles of operating 
the power plants decisive changes originated 
from the market research reports. Some 
power plants made large investments in 
green houses for early vegetable and flower 
production. They made such losses that it 
had been decided to shut them down. Market 
research proved that better adjustment to 
the beginning of the seasons of the various 
commodities permitted fairly high net 
profits. Experiments proved the correctness 
of the statements. Psychological market in- 
vestigations revealed that most of the money 
spent for milk advertising was wasted be- 
cause it did not hit the right spot in con- 
sumers’ doubts or resistance. Similar tests 
with packing material found that the con- 
sumer has an aversion from certain types 
of materials although they are sanitary and 
good looking. A score of convincing ex- 
amples could be quoted. 

Nevertheless, in drawing up the balance 
sheet for market research in Germany we 
have to admit that it has not up to now had 
the great success to which it was entitled. 
The free-for-all combat in every field of 
business which began under the deflationary 
cycle from 1929 to 1932 caused a pernicious 
flood of attempts to influence the economic 
policy of the government through lobbying. 
Every factory, every trust in possession of 
its “alchemists,” the market research men, 
kept them busy producing reports or “con- 
clusive” analyses to prove the unavoidable 
necessity of what they wished to have intro- 
duced as the national recovery 
This not only detracted from the interest in 


program. 


honest work but also weakened the position 
of the market research specialists. It was 
bad enough without this kind of job that 
they usually were required to prepare the 
speeches of presidents and minor officers 
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which did not always serve the interests of 
the enterprise but usually the vanity of those 
chiefs. 

If we overlook this unfortunate sidestep- 
ping, which is at least one reason why market 
research was not a complete success, we find 
research used in the following lines: 


1. Monographical investigations for a sin- 
gle enterprise on the market potentiali- 
ties for one or for related commodities. 

2. Investigations in the elasticity of de- 
mand for one commodity or a group of 
them. 

3. Attempts to forecast the behavior of 
prices for investors, creditors or entre- 
preneurs. 

4. Studies on cost items in the distribution 
of goods. 

5. Suggestions for the standardization of 
commodities and the use of classifica- 
tions and brand names. 

6. Efficiency tests for advertising or scienti- 
fic administration of advertising funds. 

&. Forecasts of the probable effect of the 
business cycle on individual industries 
(also on state social insurance and pri- 
vate insurance corporations), 

9. Thorough investigations of the market 
for one commodity in order to point out 
the weakest or the most flexible spots. 

10. Psychological investigations of the at- 
titudes of consumers or customers. 


With such a wide scope, which is in prac- 
tice still more diversified it is surprising that 
the market research agency as a private busi- 
ness corporation in the well known Ameri- 
can style was not even tried. What are the 
reasons for the persistence of the frequently 
inefficient private market research offices? 
By inefficient we mean in economic terms, 
judging their effects in comparison with their 
total costs. One of the most forcible reasons 
has probably been the incomprehensible sus- 
picion of competitors and of the watchful 
eye of the Tax Department. An independent 
research agency to whom all the secret plans 


and sometimes the intimate internal affairs 
of an enterprise had to be revealed might 
steal or make unfair use of its confidential 
knowledge of the weaknesses of its former 
clients. In fact, any such policy would be 
ruinous for an agency. But the suspicion 
can only be understood in the light of the 
general phobia against indiscretions as typi- 
cal of the German business mind as incom- 
patible with American entrepreneurial at- 
titudes. Moreover, there was the fear that 
a general agency would not be specific 
enough in its investigation, while home-made 
research was supposed to provide exactly 
what was called for. Finally there was prob- 
ably also a miscalculation of the costs of in- 
vestigations. The private research office was 
considered as part of the overhead costs. The 
hobby of industrial and business leaders of 
having their own research people at hand, 
when lobbying or speechmaking was to be 
prepared for, was possibly another reason 
why costs were not figured too correctly. An 
agency on the other hand, has to charge for 
its services on a strictly business basis. 

But aside from these subjective judg- 
ments by the potential customers of market 
research agencies, there was the obstacle 
that an agency with reputation and compe- 
tence cannot begin from nothing and grow 
up slowly by reinvesting its net profits. It 
must be financed generously from the very 
beginning, It has to have a staff of capable 
research workers and must command an ade- 
quate technical apparatus and all the avail- 
able statistical resources. The decentralized 
system of petty research offices minimized 
the chances for such enterprises and made 
the start very difficult. A newly founded 
large agency would have to endure heavy 
losses for at least the two first years until 
business contacts yielded earnings sufficient 
to cover costs. Of courses, most of the now 
privately employed research specialists in 
the meantime would have used all their in- 
fluence to boycott any attempt to set up large 
agencies. 
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The advantage of the American type of 
agencies is obvious. They develop within a 
brief period of supreme efficiency under the 
rigid test of the critical assessment of their 
customers, who check the value of their re- 
sults. The modern technic of tabulation and 
mathematical analysis of vast stetistical ma- 
terials exceeds the capacity of or the possible 
investment by a small specialized bureau. 

3ut looking at the balance sheet of Ger- 
man market research a wholesale comparison 
of the prevailing methods in Germany and 
United States may be permitted. Perhaps 
German market research—if we omit the 
shortcomings of inappropriate organization 
—does not make a sufficient use of the latest 
achievements in quantitative analysis. On the 
other hand it has developed very efficient 
methods of combined deductive and induc- 
tive investigation through learned econo- 


mists, highly trained and experienced spe- 
cialists in scientific management and special- 
ists with practical background in marketing. 
In the United States the disposition of too 
bountiful technical accommodations seems to 
endanger the market research apparatus by 
seducing it into overestimation of technic 
and into the attempt to create intelligent 
judgments through inductive analysis alone. 
The great success and steady progress of 
market research in United States is the best 
testimony of the remarkable development of 
its efficiency. If we utter a hint of criticism 
it only suggests that still greater success may 
be attained. It should not be forgotten that 
sometimes one brilliant brain ranks higher 
than a staff of some hundred statisticians 
and now and then two clever eyes discover 
more than tabulating machines can ever ex- 
tract from millions of punched cards. 











Neighborhood Retail Outlets and 
Family Stability 


HOWARD WHIPPLE GREEN 
Director, Real Property Inventory of Metropolitan Cleveland 


ETAIL OUTLETS dependent upon neigh- 
borhood trade require for their intelli- 
gent operation, in these changing times, de- 
tailed data on family movements taking place 
in the neighborhood which they are serving. 
Their operation is dependent upon the char- 
acter of the neighborhood upon which their 
profits depend. Changes in population com- 
position must be watched and the indicated 
changes in operation immediately made to 
maintain profits and prevent losses, 

The neighborhood druggist in a stable sec- 
tion of a large community goes to church and 
is active in a service club, a board of trade, 
a lodge, and other social or business groups 
primarily because it is good business for 
him, just as it is good business for his small- 
town brother to take an active part in village 
activities. He builds his business through 
personal friendships made over a period of 
years. His store may not have modern fur- 
nishings. The windows may not be very at- 
tractive. His merchandise may not include 
the very latest things sold in the larger down- 
town stores. His service, however, is a per- 
sonal service. He is a friend and adviser to 
his neighbors who are his customers. His 
books show many charge accounts, all good 
as gold. He even cashes checks when the 
neighboring bank is closed on Saturday 
afternoons, Sundays, and holidays. He fur- 
nishes the medicine for the sick baby, later 
for the sick child, and a few years later he 
sells sodas and sundaes to the boys and girls 
who regard him as a friend of the family. 
Some come from a distance to do business 
with him because they like him personally. 
Such a in Shaker 
Heights, where people seldom move, 

The Cleveland Metropolitan District, for 


man can do business 


40 


statistical purposes, has been divided into 
321 census tracts! or small areas with con- 


* The data collected in the regular decennial cen- 
suses of 1910, 1920 and 1930 have been completely 
analyzed and tabulated for each census tract in 
Greater Cleveland. “Population Characteristics by 
Census Tracts, Cleveland, Ohio, 1930” by Howard 
Whipple Green, published by the Plain Dealer 
Publishing Company, presents these data in its 236 
pages. Local groups in the 47 largest cities have 
prepared census tract maps which have been ap- 
proved by the Bureau of the Census, and on the 
basis of which data in the next Federal decennial 
census will be collected and tabulated 

The Real Property Inventory was created in 
Cleveland and provides additional data in its seven 
volumes of 2049 pages. The Real Property In- 
ventory data collected by the Bureau of Foreign 
and Domestic Commerce in 64 cities have , been 
tabulated in Cleveland for each of the 321 census 
tracts in the Cleveland Metropolitan District and 
published as one of the seven volumes. Two of 
the volumes deal with movements of families. 

The number of families moving from each of 
the 321 census tracts to each of the other 320 cen- 
sus tracts and to places outside of the metropolitan 
district have been tabulated for 1933 and 1934, A 
total of 171,000 movements was analyzed in these 
two years in the metropolitan district having 
304,455 occupied family units last October. Report 
Number 7, “Movements of Families Within Met- 
ropolitan Cleveland,” showing the family move- 
ments of 1935, is in preparation. Four public utili- 
ties aid in this analysis by furnishing records of 
meters connected and meters disconnected, each 
record giving the old and the new address. 

The use of real property, its creation and de- 
struction, and the other factors relating to real 
property by type of property and by census tract 
of location have been measured for four consecu- 
tive years. Report Number 6, “Real Property In- 
ventory of the Cleveland Metropolitan District,” 
just published, presents occupancy-vacancy data by 
type of property and census tract of location for 
1935. Property by type and location created and 
demolished during the period 1932-1935, properties 
foreclosed and sold by the sheriff by type and lo- 
cation during the 10-year period 1926-1935, deeds 
and mortgages for 69 years, sub-lotting activities 
for 26 years, construction activities for 16 years, 
and other related data are presented in this volume. 
The Real Property Inventory work is supported 
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stant boundaries. The composition, charac- 
teristics, health, and behavior of the popula- 
tion of each census tract are known. The 
economic status, the possessions, and the 
movements of the families of each are con- 
stantly being recorded. Thus sections to meet 
any specifications may be selected with pre- 
cision, For example, it is known that in 
census tracts SH-2 and SH-3 such a man 
would prosper, because the population of 
those census tracts is more nearly stable than 
those in other parts of the Greater Cleveland 
area. Only 9 families move away during the 
year per 100 families living there. Only 10 
families move into the section, many of these 
after having built or bought their homes; 
and practically none move around within the 
section. All family movements amount to 
less than 20 per 100 families. 

This druggist’s problems, his method of 
operating his store, his whole life, are 
gauged on an entirely different plane from 
that of his brother druggist operating his 
store in another section 





a section in which 
families move frequently. His store, its op- 
eration, and his entire life must be quite 
different. Twenty-eight instead of 9 families 
move out of the section per 100 families ; 42 
instead of 10 families move in per 100 
families ; and 15 per 100 instead of less than 
one per 100 move around within the census 
tract. He experiences a family movement of 
101 per 100 families instead of less than 
one-fifth as large a number. He need not go 
to church on Sunday morning; he would 
better be ac his store. He need not join the 





by Cleveland banks, newspapers, public utilities, 
and by the sale of the reports. 

The vast amount of data made available in 64 
cities by the Bureau of Foreign and Domestic 
Commerce for the entire metropolitan district, the 
central city, and the area outside of the Central 
City but within the metropolitan district have been 
as far as Cleveland is concerned analyzed by cen- 
Sus tracts and published as a 700-page volume in 
the Real Property Inventory series. Not only are 
the conditions of life and the possessions of 
families tabulated, but such data are presented by 
tenure of home, monthly rental, and type of dwell- 
ing. 


service club in his section. Lodges and other 
social and business groups need take none 
of his time or money. He puts his money into 
store furnishings, the latest there are, into 
attractive store windows, into illumination, 
and even into a modernistic fountain. He 
sells the very latest of everything. His assist- 
ants are in uniform, for he depends upon 
attracting the new resident of the neighbor- 
hood, making the sale, and completing the 
transaction before the family moves from 
the section. His business is all cash-and- 
carry. He has no charge accounts, cashes no 
checks, and holds his customers only while 
they live near his store, Thus the operation 
of neighborhood stores must be in keeping 
with the neighborhood. The flashy drug 
store in the stable section would fail just as 
quickly as the conservative druggist in the 
mobile area. 

Movements of all families within Cleve- 
land Metropolitan District have been 
studied for three consecutive years. The re- 
sults of these studies have been published? 
for two years, and those for the third year 
are in process of publication. The studies 
showed 171,000 family movements occur- 
ring during 1933 and 1934 in a community 
of 292,000 families (1,200,000 people). In 
some of the 321 sections, or census tracts, 
the families were stable ; in others, they were 
very mobile. In 83 census tracts fewer than 
40 movements occurred per 100 families 
each year ; in 86 census tracts, 60 or more. 

The mobility of population has a greater 
influence upon the characteristics of a neigh- 
borhood than any other single factor. The 
characteristics of a neighborhood have an 
enormous influence upon the dollar-volume 
of business which may be anticipated from 
the neighborhood. Everyone is concerned 
with these characteristics. Not only is the 
owner of rental property concerned with a 
turnover in the occupancy of his property, 

?“Movements of Families within the Cleveland 
Metropolitan District,” Report No. 5 by Howard 
Whipple Green, published in 1935 by the Real 
Property Inventory of Metropolitan Cleveland. 
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but every resident of every section of the 
metropolitan district and every merchant 
serving every family is likewise concerned. 
The family owning and planning to continue 
to live in the present neighborhood is greatly 
concerned. The renter is likewise concerned. 

Stable populations have characteristics 
quite different from mobile or floating popu- 
lations. The credit manager’s problems are 
greatly complicated by frequent movements. 
He must watch his accounts in certain areas 
much more carefully than in other areas. Un- 
stable population areas create rapidly chang- 
ing neighborhoods, Instability of population 
discourages home ownership. Properties in 
such neighborhoods are poor mortgage risks, 
good today—bad tomorrow. 

A study of the movements of families has 
a greater significance today than ever before 
in the history of this country. A thorough 
understanding of the changes which are tak- 
ing place in the population and in the families 
in large cities is vital to urban life. Popula- 
tion is basic to property values whether they 
be residential, commercial, or industrial. 
Upon the characteristics of the population 
of each neighborhood depends the happiness 
of all the inhabitants. Population is basic to 
the purchase of all sorts of merchandise. 
The characteristics of the population are 
likewise of enormous importance to those 
concerned with the distribution of all sorts 
of commodities. 

Census tract SH-3 with an average of 19 
families moving in and out of its dwellings 
each year, 1933 and 1934, per 100 families 
living there, has a stable population com- 
pared with census tract A-3 with an aver- 
age of 101 movements per 100 families. The 
grocer, baker, milkman, and newsboy each 
knows that he is pretty likely to find his cus- 
tomer when he goes back next time in SH-3 


but he is met so frequently by strange faces 
in A-3 that he never feels that he has a 
clientele. He feels much as the jinrikisha boy 
at Chicago’s Century of Progress. He at least 
never expected to see his patron again. 





OF MARKETING 


Other factors, only recently measurable, 
affect successful year-after-year operation 
of neighborhood retail outlets. The first in- 
volves the change in characteristics of the 
neighborhood. Changes in various neighbor- 
hoods within a large metropolitan area take 
place so gradually that even those in daily 
contact with the people of the neighborhood 
do not realize that they are taking place. The 
branch bank, however, making loans and the 
chain store operator leasing stores in one 
census tract in Cleveland—M-7, with 893 
persons, mostly heads of families born in 
Russia, largely Orthodox Jews, and with 9 
per cent of the population Negro in 1920— 
little realized the changes which were taking 
place nearby. The banker, finding his mort- 
gages on property occupied by Negroes in- 
stead of Jews, and the chain store operator, 
finding his store with its long-time lease filled 
with Negroes rather than Russian Jews, 
were much surprised and greatly concerned 
at the enormous change which had taken 
place without their knowledge, For in 1930 
instead of 893 Russian Jews, there were but 
15; instead of 9 per cent, 91 per cent of the 
population was Negro. 

The second fact involves the shifting of 
customers to new locations and failure in 
business because of a lack of knowledge of 
what had happened. A neighborhood drug- 
gist dependent upon regular customers liv- 
ing in the neighborhood of his store, learned 
too late that one-by-one these families had 
moved away to newly developed residential 
areas three or four miles further uptown. 
At first they stopped by to see him, passed 
the time of day, and made their purchases 
of drugs and sundries; but one-by-one they 
failed to appear, and when a good drug store 
opened near their new homes, they entirely 
forgot him. 

With information upon the 
changes which were taking place, this drug- 
gist could have saved his business in either 
of two ways. He could have moved his store 
to the new section to which his customers 
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were moving, or he could have made a con- 
scious effort to cultivate those who had 
moved into his immediate neighborhood. 

While cities grow, the growth is anything 
but uniform. The arms stretch out, the legs 
lengthen and the waist increases, but at the 
same time the fingers shrink and the feet be- 
come smaller. While Cleveland has increased 
from 1076 inhabitants in 1830 to 900,429 
in 1930, some sections have decreased and 
other sections have increased enormously. 
Census tract J-1, with 6114 inhabitants in 
1910 had shrunk to 49 in 1930, and census 
tract T-8 with 59 persons in 1920 increased 
to 10,577 men, women, and children in 1930.* 
Such changes are taking place constantly in 
all metropolitan communities. They are so 
gradual that they are not noticed until too 
late, unless continuing systematic and de- 
pendable check-ups are made at frequent in- 
tervals. Such checks are provided in Greater 
Cleveland through the Real Property In- 
ventory of Metropolitan Cleveland, now 
completing its annual report for the fourth 
year. 

Finally the neighborhood of operation 
must be carefully studied: the composition 
and characteristics of its inhabitants,‘ the 
condition of the 


age, sex, and marital 


*“Population by Census Tracts, Cleveland and 
Vicinity, with Street Index,” by Howard Whipple 
Green, published in 1931 by the Cleveland Health 
Council. 

*“Population Characteristics by Census Tracts, 
Cleveland, Ohio,” by Howard Whipple Green, 
published in 1931 by the Plain Dealer Publishing 
Company. 


population, the country of birth and race of 
the family heads, the ownership of homes 
and economic status of the families and their 
planes of living.® Such data are shown in de- 
tail in the Census Tract and Real Property 
Inventory publications of Metropolitan 
families in the 
neighborhood without an automobile and 
those with 1, 2, 


Cleveland. The number of 


or 3 or more, the number 
living in homes without a private indoor 
water closet or a bathtub and those with 1, 2, 
or 3 or more, are factors affecting the opera- 
tion of neighborhood retail outlets. The type 
of dwelling, the monthly rent bill or value of 
the home, the presence or absence of mechan- 
ical refrigeration, indicate the spendable in- 
come. Even data relating to the type of heat- 
ing apparatus, fuel used, and presence or ab- 
sence of hot and cold running water, help to 
formulate a picture of the area of operation. 
The type of transportation used daily by the 
principal income earner and the time it takes 
to get to work help to complete the picture of 
the neighborhood. Such a complete picture 
of the neighborhood makes it possible to di- 
rect sales efforts most intelligently and the 
operation of neighborhood retail outlets most 
successfully. The use of available facts as a 
basis for sound business judgment is being 
recognized more and more during these years 
of recove ry. 

*“Standards of Living in the Cleveland Metro- 
politan District as Depicted by the Federal Real 
Property Inventory,” by Howard Whipple Green, 
published in 1935 by the Real Property Inventory 
of Metropolitan Cleveland. 
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N THIS country we have become leaders 
I in the invention of new and improved 
products. We have devised machinery and 
shop systems to make these products well, 
and in quantities and (considering our high 
wage scales) at prices that have never been 
equalled anywhere. We have developed the 
art of merchandising these products in paral- 
lel with our ability to produce them. We have 
preached the gospel of consumption—“Buy 
new and improved goods rather than con- 
tinue to use old and inferior ones.” We have 
shortened the period of use and, although 
the salesman may tell you that an article 
will “last a lifetime,” he knows perfectly 
well that within the next five years the pres- 
ent model will be out-moded. We have con- 
tinually broadened the scope of merchandis- 
ing until it includes products which a few 
years ago would not be classed as merchan- 
dise at all, but rather fell in the classifica- 
tion of capital goods. There has, in brief, 
been unleashed, within the present century 
so great an inventive, productive and mer- 
chandising skill that our accomplishments in 
this direction stand out as a leading char- 
acteristic of our people and our time. 

With each advance of invention and the 
ensuing productive and merchandising fa- 
cilities, there has been necessarily an in- 
creased investment in productive equipment. 
The primitive factory consisted of little be- 
yond a building, work benches, and small 
tools. Today it consists of a complicated and 
inter-related system of productive machin- 
ery, which usually entirely overshadows in 
cost the building which houses it or the land 
upon which it rests, Moreover, with prod- 
ucts changing and new ones being intro- 


duced, this large investment in tools, equip- 
ment and other instruments of production 
tends constantly to become less stable. Not 
only must new tools be bought to make new 
products, but new tools are being devised 
to make existing products better and cheap- 
er. Obsolescence in productive equipment, 
therefore, is an evergrowing factor. 

While these things have gone on and we 
have been so busy inventing, producing in 
mass, and merchandising in volume the ever- 
increasing list 01 merchandising goods, we 
have given relatively little thought to the 
problems involved in distributing machinery 
and equipment which forms a continually in- 
creasing share in the capital goods groups. 
Each individual manufacturer of equipment 
has had very largely to solve his own prob- 
lems as best he could. While our libraries are 
stocked with books on merchandising courses 
of instruction are available in any large city 
or through the mails, societies and clubs 
meet to discuss merchandising, and expert 
marketing counselors are widely available, 
we find comparatively little written or spo- 
ken about this big problem of distribution of 
machinery and equipment in the field of 
capital goods. 

It is safe to say that had productive equip- 
ment been more intelligently bought and sold 
during the years preceding the depression, 
our national business would not have sunk 
to so low a level. Furthermore, our leading 
economists tell us today that business in this 
country will not return to normal until in- 
dustry buys an appreciably greater volume 
of capital goods consisting of equipment 
necessary for manufacture, mining, power 
generation, transportation and construction. 
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There is a considerable difference between 
the problems involved in marketing goods 
which are consumed and those which consti- 
tute capital and are used to produce prod- 
ucts or render services. The conditions en- 
countered by the builders of machinery and 
equipment in selling steel mills, coal mines, 
textile mills, bakeries, oil refineries and 
paper mills, are distinctly different from 
those these companies encounter in selling 
their steel shapes, coal, cloth, bread, gasoline 
and paper. Although it is true that both must 
render service to their customers and satisfy 
them, the interests of these customers differ. 
The keynote to the consumer purchaser is 
satisfaction through use, while the key-note 
to the purchaser of productive equipment is 
profits through use. 

The technique of distribution in this field 
has passed through something of an evolu- 
tion during the present century, as demand 
has rapidly mounted. Early in the century, 
friendship was the real force in selling. 
Technical knowledge was scarce, The sales- 
man really knew very little of the products 
sold and success in those days came largely 
through ready wit, a snappy story and a full 
pocket-book. The purchaser often knew even 
less of the equipment than the salesman. 
Many strange incidents could be related 
where sales wits overruled technical factors 
which in those days were unrecognized. I 
recall many years ago, a piece of rotating 
machinery, which, when assembled and 
tested, vibrated rather severely, causing the 
customer who had come to inspect his pur- 
chase prior to shipment, to question its suc- 
cessful operation. The salesman who had 
accompanied the purchaser was quick to ex- 
plain that such vibration was a peculiarly 
advantageous characteristic of the design 
of the machine, because it clearly illustrated 
how the machine was fairly trembling with 
an abundance of energy not found in other 
makes of machines of a similar type. This 
story satisfied the purchaser and the machine 
was approved for shipment. 


As our technical schools began pouring 
men into industry, more attention was given 
to the technical features of the product. 
The engineer was a marked man, and the 
mere layman did obeisance to his magical 
skill. The designer of the product was largely 
supreme, for he determined what should be 
made and sold, with little regard, on the one 
hand, to efficient manufacture, or on the 
other hand, to customer acceptance. Tech- 
nically trained men also gradually entered 
into commercial activities and being trained 
more in the product than in the market, their 
attention was largely concentrated upon the 
product itselfi—how it was designed and 
built and how it operated. Sales arguments 
largely rested upon engineering features— 
the salesman was “product-minded.” Ma- 
chinery and equipment, too, were in great 
demand and the psychology of the period 
was naturally that of a keen consciousness 
of the “creator and things created,” rather 
than the “User and the usefulness of the 
product to him.” 

About 1930 we entered a period of over- 
supply. Distribution came to be recognized 
to be of greater importance than either de- 
sign or production. Serious thought was 
given to the desires and needs of the cus- 
tomer, because the business which had been 
coming from him largely disappeared and 
the affection of the manufacturer for the 
became aggressive. 
Furthermore, commercial leadership within 
the manufacturer’s 


customer warm and 
became 
recognized as of greater importance, and 
business men, rather than technicians, took 


organization 


positions of leadership in management. Some 
one fell upon the idea that after all, the 
technical characteristics of the products sold 
were not as important as what the product 
would do for the customer in helping him in 
turn to make profitably a good product or 
perform a profitable service. Technical fea- 
tures in the products sold were found to 
have significance only as they affected the 
customer’s progress in giving him better 
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quality at lower cost of production in regard 
to the products he made or the services he 
rendered to his customers. 

Thus there came about a transfer of con- 
centration away from the equipment to the 
customer and his particular problems. 
Friendship in selling and a thorough knowl- 
edge of the products sold, though acknowl- 
edged as essential, have sunk therefore, so 
to speak, into the sub-conscious faculties re- 
quired in sales technique and the conscious 
and active forces are now devoted to the 
problems of the customer, with an intense 
effort to show him how the use of the prod- 
uct will help solve his problems. 

The Chemical Industry serves as a good 
example of this change. In no other field is 
so much progress being made in the develop- 
ment of new products. These new products 
require in their manufacture new processes, 
which in turn demand new equipment. To 
intelligently serve such manufacturers, the 
equipment supplier must study not only what 
the customer is doing now, but what he is 
thinking about and planning and in what 
direction he is moving. 

With this changed viewpoint, market 
analysis has taken on a new form. In addi- 
tion to determining where the market is for 
a given product, what its potential volume, 
and what are the habits of purchase, there 
appears as of increasing importance a bet- 
ter technique in the study of the individual 
purchaser. Today a large share of individual 
potential purchasers either have available 
funds or can borrow them, which can be 
spent for capital outlay required for produc- 
tive purposes. The need is for modernized 
facilities; but no program can be justified 
unless the results coming from an improved 
product of a lower production cost justify 
the outlay. It is here that the opportunities 
of “creative selling” exist in the field of in- 
dustrial distribution today. 

Two recent examples of such “creative 
selling” were mentioned in a recent article 
appearing in the October Ist issue of Forbes 


Magazine, which are summarized here, since 
they illustrate the point in mind, A salesman 
for a manufacturer of air compressors in 
analyzing the compressed air problems in a 
certain plant which operated at a reduced 
output found there was installed a large and 
rather antiquated compressor which, how- 
ever, was still in operating condition. It was 
only called upon to operate for a short period 
and infrequently to renew the source of 
supply for compressed air; but in doing so 
took a large amount of current from the 
public utility circuit. The salesman, through 
contact with this company shop personnel 
and the public utility, found there was a 
high penalty charged for this peak demand 
in current. His figures showed that a small, 
up-to-date compressor, replacing the old 
and larger one, could be paid for out of sav- 
ings in the power bill in eighteen months’ 
time. A real service was performed to the 
manufacturer by the compressor salesman 
and a sale made to a company which had 
felt sure they were not in the market for a 
compressor. 

The other case was one of a power-house 
equipment salesman sent into Michigan by 
his Sales Manager to sell equipment featur- 
ing new technical features to a group of 
paper mills. After weeks of work, no prog- 
ress was made in selling the apparatus he 
offered. Then, after conferences with the 
local banking interests, he decided to select 
three mills which needed modernization and 
were in good financial condition. With the 
aid of a supporting engineer from his firm, 
and the interest and assistance of the mill 
foreman, an engineering process study was 
made of each mill, and reports were pre- 
pared which showed conclusively that the 
required expenditures for equipment would 
justify the outlay. Placing the matter before 
the financial executives of the mills, a large 
volume of valuable business was obtained. 

30th cases just cited show that success 
came not through selling apparatus, but 


through the principle of helping the customer 
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decrease losses or improve profits. Numer- 
ous similar cases can be cited where this 
method of selling, even in times of seriously 
depressed business, has actually created or- 
ders. The application of this principle is not 
limited to the sale of machinery and equip- 
ment ; but applies often to items such as sup- 
plies. One salesman selling cement has, dur- 
ing these depressed times, been particularly 
successful in creating business, with cus- 
tomers who considered themselves not in the 
market for cement, by helping work out 
plans for maintenance and repairs, based 
upon economic factors. 

With the changed viewpoint in selling to 
industrials has come a change in the treat- 
ment of those major supports to selling, i.e., 
Market Analysis, Sales Promotion, Techni- 
cal Assistance in Selling, the Development 
of Resale Outlets, and the Banking or Finan- 
cial Interests. 

Market Analysis has been pursued very 
largely along the lines of a study from the 
point of view of the products sold, the in- 
dustry sold to, and the territory to be served. 
With the changing interests in the sale of 
machinery and equipment, the problems re- 
lating to the customer become of greater im- 
portance, and consequently a study of the 
market from the industry viewpoint becomes 
a more interesting factor. 

Many industries are going through rapid 
changes. They have their own distinctive 
problems to solve, which are both of a tech- 
nical and an economic nature, making the 
necessity of a careful analysis of a going 
industry, of increasing importance. Further- 
more, market research must be extended to 
include a further study of individual cus- 
tomer organizations and the methods they 
pursue in buying. This phase of market re- 
search has received too little attention, be- 
cause our eyes have been too closely fixed 
upon the product we sell. Some customers, 
due to their size, may desire to purchase cer- 
tain products direct from the manufacturer 
—while others may desire to purchase local- 
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ly from a distributor who has stock avail- 
ability. Others again may purchase to the 
best advantage from a local distributor, who 
not only offers stock availability but who is 
also able to install the equipment sold and 
render maintenance service in connection 
with it. 

Such market studies of the buying habits 
of customers are attracting greater attention 
today because they are not only basic in ar- 
riving at the most efficient method of gain- 
ing distribution, but they lead back into such 
matters as improving the product itself, 
changing or developing the sales personnel, 
establishing and educating sales outlets and 
a score of related subjects. 

Just recently, with the accumulation of 
obsolescence in machinery and equipment on 
one hand and the building up of unused 
funds on the other hand, a study of individ- 
ual customers, as well as industries as a 
whole, from the economic point of view be- 
comes of increasing importance. In times 
back financial investigations of customers 
have been largely limited to establishing their 
credit standing in the eyes of the seller, but 
today problems involving the advisability of 
capital investment in equipment are of in- 
creasing interest to the seller. 

In the field of Sales Promotion, changes 
too, are distinctly evident. In trade paper 
advertising, for instance, we have all seen 
manufacturers’ attempts to exploit the merits 
of their products through an emphasis 
\fter all, each 
advertising 


on the technical features. 
reader of such matter ap- 
proaches the subject in the terms of the 
business in which he is engaged. This inter- 
est is not so much centered upon the techni- 
cal features of the products sold, but rather, 
each prospective purchaser is trying to an- 
swer the question—‘“How can I operate my 
establishment more profitably?’ Advertis- 
ing, then, must deal with the use of the 
product in making profits and must be inter- 
preted into the language of the purchaser 
rather than the seller. 
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Recently, we have seen some very effective 
advertising in the equipment field dealing, 
not so much with the equipment itself, but 
what the equipment will do for the particular 
class of customer toward increased profits. 
The beautiful portraits of the machine have 
been replaced largely by illustrations of the 
machine in use in carrying the message of 
economic performance. This change repre- 
sents nothing more than a sane interpreta- 
tion of customer interest. Each one of us 
who has a son would much prefer to see a 
picture of our boy, John, playing his favorite 
sport, than a picture of him sitting in a chair, 
all dressed up. It is so with illustrating ma- 
chinery and equipment. 

In regard to sales promotional effort in 
the so-called field of direct mail activities, I 
believe we are realizing to a greater extent 
that customers never buy. Human beings do 
the buying. Most purchasing organizations 
include a number of persons who influence 
buying and the problem is obviously that of 
reaching these individuals with the kind of 
a message we have already referred to. Much 
remains to be done in the field of sales pro- 
motional effort through the mails directed 
at the individuals in a customer organization 
and coupled up with a sales program. It is 
obvious that in selling two companies in the 
same industry their particular problems in 
relation to the supplier present distinct dif- 
ferences. For instance, one purchaser may 
have bought a certain product from a sup- 
plier and for some reason or other trouble 
has developed, while another may have used 
this same product successfully. Obviously a 
sales promotional plan of this nature, in be- 
ing directed at the individuals in the first 
company, should be so constructed as to re- 
gain confidence in the particular product 
in question. Many salesmen, in handling in- 
dividual important customers are confronted 
by some distinct problems upon which as- 
sistance can be gained through the means 
of sales promotion. After all, sales promo- 
tion has for its purpose the bridging over 
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of those obstacles which exist between 
the supplier and the purchaser. The ob- 
stacles differ in different instances, and di- 
rect mail advertising must be individual in 
character. 

Technical Assistance in selling is becom- 
ing of greater importance. Originally, in the 
equipment field, the only existing engineer 
was the one who designed the equipment 
sold. He was called on occasionally to help 
the salesman ¢€..plain some technical feature 
of construction or operation, With changing 
selling methods and greater emphasis upon 
the use of the equipment sold, engineers 
must be available with quite different qualifi- 
cations. They must be experts upon the prob- 
lems of the purchasers and their skill is exer- 
cised in determining an answer to problems 
involved in the economical use of the equip- 
ment sold. Obviously, the average, well 
trained industrial equipment salesman can 
solve many of his customers’ problems ; but 
studies in operating production layouts, or 
expert application of equipment for a com- 
plicated process are often required. 

Many manufacturers making products 
purchased by Industry cannot serve all cus- 
tomers direct in a way they should be served. 
Resale Outlets are required to obtain ade- 
quate market coverage. The selection and 
maintenance of such outlets is a problem 
peculiar to itself. Such outlets are in reality 
not additional and intimate members of the 
Sales Department of the producer, and re- 
quire supervision, guidance and inspiration. 
The average salesman selling direct to in- 
dustrials lives a life which consists largely 
of a succession of peak efforts. One negotia- 
tion after another attracts his attention. His 
habits of mind and action are not conducive 
to the development of resale outlets. With 
the changed methods of selling, more 


thought is being given to developing and 
guiding resale outlets, and a recognition of 
the fact that such work requires the highest 
capabilities of sales management. 

In considering the Financial Interests, not 
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long ago I encountered an instance where 
certain banking interests were investigating 
the security of an investment in an industrial 
equipment builder and the advisability of 
further capital outlay. Such matters as plant, 
plant location, equipment, labor market, 
source of power and product manufactured 
received careful consideration, as did the 
balance sheet of the company. But a com- 
petitive study of the product, an analysis of 
the market, and particularly, a detailed and 
sound plan of distribution were practically 
ignored. Yet it was just as essential for the 
banker to investigate and evaluate these fac- 
tors as any others. With the changing meth- 
od of selling and the important position 
which financial people hold in industrial 
progress, sales management can well devote 
more effort to interpreting to them the im- 
portant position distribution holds in the 
industrial field. 

One additional arm to selling, which has 
been brought to the forefront in these de- 
pressed times, is that of Reciprocal Buying. 
Unfortunately, it has been over-emphasized, 
to the detriment often of conscientious and 
With the 
against him, due to a reciprocal situation, the 


intelligent salesmanship. odds 
salesman may give up, or with the odds 
decidedly in his favor, he is likely to slight 
honest and intelligent effort. No one, whose 
duty it is to specify or buy a product, likes 
to be told what to buy. When any company 
buys for other reasons than quality, suita- 
bility and price, its structure is weakened. 
On the other hand, reciprocal business re- 
lationships naturally foster close personal 
relationships, and whether we like it or not, 
these personal relationships are important 
factors in business. 

I would like to direct your attention to the 
importance of training younger men in the 
principles of distribution as applied to In- 
dustry. A large share of our technical grad- 
uates sooner or later are engaged in com- 
mercial work, or at least in kinds of work 
where commercial factors play a great part. 


oa | 
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Many of our engineers, too can increase 
their usefulness by a better knowledge of 
markets and distributing methods. Equip- 
ment must be designed not only to give satis- 
factory service and to be built economically, 
but also to be distributed efficiently and ef- 
fectively. 

Courses in commodity merchandising are 
available almost everywhere, but only a few 
of our technical and business schools have 
given serious attention to industrial market- 
ing and the distribution of engineering prod- 
ucts. One of our leading technical educators, 
now rounding out a life of conspicuous serv- 
ice, wrote me recently that the movement in 
this direction is an irresistible one, but one 
which is not adequately recognized at the 
present. 

The Company for which I work each year 
hires from the technical schools’ groups ap- 
prentices for training. Most of the men even- 
tually take up sales work. They receive train- 
ing in the apparatus we build in our organi- 
zation and the way it functions. These men 
come to us, as a rule, with a good foundation 
in technical subjects and many of them have 
had some training in the fundamentals of 
economics ; but there is usually entirely lack- 
ing an understanding of the broad principles 
that are involved in the distribution of en- 
gineering products, which differ, as we have 
seen, from merchandising products. Within 
the last few years, recognizing this fact, we 
have included this subject in their training. 
Many industrial companies, however, includ- 
ing manufacturers and independent distribu- 
tors, Cannot maintain training courses for 
their men and I believe that there is a distinct 
need on the part of technical graduates for 
training of this character which will paral- 
lel the very thorough training that is af- 
forded by so many of our engineering 
schools in subjects relating to industrial 
manufacturing and factory management. 

We are entering a new day in the capital 
goods industries, insofar as machinery and 
equipment is concerned. Business is con- 
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ducted to furnish an adequate return to 
stockholders and permanent and profitable 
employment to workers. No matter how well 
we invent, design and manufacture, overall 
operations cannot be successful unless we 
learn to distribute with equal skill, intelli- 
gence and economy. Technical skill, though 


highly necessary to meet a wide variety of 
technical problems, must have superimposed 
upon it and directing it, skill required in 
trade and commerce, We have been engaged 
in engineering products and processes. The 
new day calls for a similar engineering of 
our methods of distribution. 














Why People Buy at Department Stores 


L. M. McDERMOTT 
College of Commerce, DePaul University 


SURVEY of customer reactions to buy- 
A ing at Department Stores conducted 
in the City of Chicago reveals some interest- 
ing facts on buyers’ reactions. The house- 
wife in 6,334 families was interviewed, and 
asked to give her reactions to buying at the 
department stores in the Loop District. The 
Survey was conducted during the months of 
March and April and covered the Easter 
period. Over fifty interviewers were used in 
different parts of the city in order to obtain 
an average cross-section of the area. The 
following stores were listed on the ques- 
tionnaire, namely: Boston Store, Carson 
Pirie & Scott, Davis Store, Fair Store, Gold- 
bladts, Mandel Brothers, Marshall Field & 
Co., Sears (Sears Roebuck & Co., Store) 
Wieboldts, Rothschilds, 
Hub, Logan, etc.). 


others (Stevens, 

The first question asked was “What part 
of your annual income, or budget, do you 
spend at Department Stores,” and emphasis 
was placed by the interviewers in obtaining 
an answer that covered an average year 
rather than a depression year. It is probable 
that a greater number of families should be 
included in the highest budget brackets than 
figures show because of the effect of the De- 
pression upon spending. 

Out of a total of 6,334 families only 7 
reported that they bought nothing at Depart- 
ment Stores in the Loop District. The fol- 
lowing table shows how much families spend 
annually at such stores: 


TABLE OF AMOUNTS SPENT IN DEPARTMENT 
STORES WITH NUMBERS AND PERCENTAGES 


Total Per cent 
a. $500—$1,000 and plus 500 7.9 
b. 350— 499 1017 16.06 
c. 200— 399 1504 23.80 
d. 100— 199 1702 26.90 
e. 50— 99 1033 16.03 
f. 49 and under 576 9.09 


If an average amount is assumed for each 
of the different budget brackets, it is found 
that the average amount spent by all families 
covered in the Survey, is approximately 
$220.00. 

A second question had reference to neigh- 
borhood branches, 2798 families, or house- 
wives, 44.17%, said that they would buy 
more if there were more branch department 
stores. 1797, or 28.37%, said no in answer 
to the same question, and 1681, or 26.63% 
were in doubt. 158 gave no answer. 

lhe next question had reference to Why 
People preferred One store over another. 
It would seem as if people could have little 
choice among the large department stores 
found in Chicago. However, housewives 
have decided views as to which store they 
prefer. Among the qualities mentioned were 
the following: price, convenience, service, 
quality of goods, attitude of clerks, brands, 
selection of goods, credit, etc. 

: Many expected that Marshall Field & 
Co., Store would rank first in all lines be- 
cause of its great resources and its magnifi- 
cent store. However it was excelled in one 
quality, namely, price where it was excelled 
or out-ranked by both the Boston Store and 
the Fair Store in the order mentioned. 

Other qualities mentioned for which there 
were scattering votes, were the following: 
reputation of the store, intelligent clerks, 
prompt service in adjustments, special goods 
departments, discounts on purchases, trans- 
portation, friends in store, bargains, confi- 
dence in store, and personal appeal of the 
store. If Goldbladts Store was eliminated the 
average for the lowest ranking store would 
have been approximately 350 votes. 

On the other side of the picture house- 
wives were asked to list services of depart- 
ment stores which were not satisfactory. 
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TABLE SHOWING THE RANK OF ALL DEPARTMENT STORES 


Qualities First V otes 
Price Boston Store 1054 
Convenience Marshall Field 882 
Service x = 1187 
Quality a i 1687 
Attitude of Clerks a“ 7 1011 
Brands ss ‘i 1081 
Selection of Goods ™ 1065 
Credit wi 7 676 
Other Reasons si 217 


And, out of 6,334 families interviewed only 
12 failed to express dissatisfaction with some 
services rendered them. In fact, the 6,334 
housewives listed 14,036 complaints, or an 
average of 2.2 per family. This is an un- 
precedented high average, and seems to be 
a fertile field for department stores to begin 
to build up good-will. The following table 
shows these complaints in order of impor- 
tance as shown by the number listed. 


List oF COMPLAINTS 


Complaints Total 
Delivery Service 2321 
Returns 1837 
Attitude of Clerks 1759 
Adjustments 1672 
Crowded Stores 1665 


Among the 137 “Others’’ listed above are 
found the following: false or untrue adver- 
tisements, clerks ignorant as to goods they 
sell, poor accessibility to upper floors, no 
credit extensions, confusion in finding goods 
in departments, insanitary condition of store, 
system of operation of store out-of-date, and 
danger to children from revolving doors. 

An attempt was made, also to learn what 
the housewife preferred as to: type of ad- 
vertising, window displays, attractiveness of 


Votes of Low 


Second V otes Ranking Store 
Fair Store 896 384 
Sears 779 300 
Fair 881 165 
Carson Pirie 817 119 
Fair 625 124 
Fair 532 189 
Carson Pirie 573 179 
Fair 651 130 
Fair 139 51 


interior displays, friendliness of clerks, ease 
of buying, catalogues, circulars, etc. 

Other services or qualities mentioned 
were : Savings clubs, seasonal calendars, easy 
charts of stores or floor plans. 

From the data given above, it seems evi- 
dent that practically all families buy some 
part of their needs in Loop Department 
Stores. The average spent was approximat 
ly $220.00 which is not far from the averag 


Votcep AGAINST STORES 


Complaints Total 
Not get what ordered 136\ 
Mistakes in bills 333 
Shopping facilities 1195 
Elevator Service 1057 
Others 137 


amount spent by families for groceries. Th« 
desire to shop around and compare quality 
was covered by “convenience” and “sel 
tion of goods.”’ 

There does not seem to be a major desire 
for more neighborhood department stores 
Many of those expressing such a desire were 
not emphatic in this. Many living in or near 
the large suburbs favored such stores. 

In the choice of stores because of such 


characteristics as price, quality, etc., it seems 


RANK OF SPECIAL QUALITIES OF DEPARTMENT STORES 


Qualities First V otes 
Type of Advertising Marshall Field 1614 
Window Display ‘i i“ 1868 
Attr. Int. Display ai ‘s 1683 
Friendliness Clerks ss ss 1035 
Ease of buying éj as 765 
Other Services “4 sn 979 


Votes of 


Second V otes Lowest Stores 
Carson P. S. 875 300 
Carson P. S. 583 226 
Carson P. S. 518 261 
Fair 740 306 
Fair 632 156 


Fair 364 146 
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evident that the housewife is quite firm in 
her opinions as to which store she likes best. 
And eliminating Goldbladts from the list, 
which in only one case, namely, price, re- 
ceived an average number of votes, no store 
received less than approximately 300 votes, 
even the lowest ranking one. 

In the data given concerning complaints 
against department many of the 
housewives were quite strong in their ex- 


stores, 


pressions, saying that some of the experi- 
ences were repeated. They often expressed 
the opinion that such troubles could not be 
attributed to new help—rather to a lack of 
employees. It seems not to be an exaggera- 
tion to say that a 25 per cent increase in sales 
would result if these complaints were re- 
duced to a minimum. There seems to be little 
excuse for such complaints as “not get what 
ordered” or “mistakes in bills.” 

In respect to choices or preferences as to 
“types of advertising, window displays, at- 
tractiveness of interior display” etc., Mar- 
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shall Field & Co., store made a much better 
showing, in most cases receiving double as 
many votes or preferences as the next high- 
est store. In the case of “Window Display 
and Attractiveness of Interior Display” re- 
ceived more than three times as many votes 
as the next highest store. 

If Goldbladts is again eliminated from the 
list, the lowest ranking store received an 
average of approximately 300 votes in each 
of the several qualities. In this last group- 
ing all the stores, with the exception of 
Marshall Fields, were more closely grouped 
than in the table covering the first groupings 
—‘why people preferred individual stores.” 

Many interesting comments were noted on 
the questionnaires in reference to matters 
not called for by the questions. For example, 
many housewives commented on the fact 
that one store was the best for the purchase 
of linens, another for chinaware, another 
for clothing, and others for some specific 
article, 
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Members of the Associations are requested to supply the Chairman with summaries of 
all marketing research projects that are under way, or that have been completed recently, 
so that these can be included in the next issue of the JouRNAL. Brief abstracts of doctoral 
dissertations based on marketing research should be sent in also. 


A. RESEARCH IN UNIVERSITIES 

University of Akron 

Professor W. W. Leigh has completed his 
study of “Some Marketing Problems of the 
United States Automobile Tire Industry and 
Some of Their Effects Upon That Industry 
Since 1922.” The data, collected largely in 
personal interviews, deal primarily with the 
channels utilized in marketing tires and the 
changes that have occurred in distribution 
methods during recent years. Prices, markets 
and costs were analyzed in detail. The study 
can be used to advantage in marketing courses 
as an example of the effect of changes in 
marketing conditions on distribution methods 
employed. 


Boston University 

The Bureau of Business Research has com- 
pleted its study on “The Quantitative Evalua- 
tion of New England Retail and Wholesale 
Channels of Distribution,” which was described 
in the fall issue of The National Marketing 
Review. It is based on a detailed analysis of 
commodity data appearing in the 1929 Census 
of Distribution. The purpose was to determine 
for more than 300 groups of commodities the 
percentage of total New England retail sales 
made through the different types of wholesale 
and retail outlets. 

The Bureau has in preparation a series of 
Community Data Sheets which will be printed 
and made available in loose-leaf form next fall. 
The purpose is to present in usable form in- 
teresting industrial and marketing information 
for every town and city in New England. 
University of California 

Professor E. T. Grether, Acting Dean of 
the College of Commerce, is continuing his in- 
vestigation of resale price maintenance under 


the California Fair Trade Law. This law and 
its 1933 amendment have been held constitu- 
tional by the Supreme Court of the state. The 
study will be published next fall. Professor 
Grether also is investigating developments un- 
der the so-called Unfair Practices Act of 1935, 
an important provision of which makes it a mis- 
demeanor to sell goods below cost for the pur- 
pose of injuring competitors. A number of 
trades have organized in an attempt to stabilize 
prices under this statute thus furnishing the 
basis for an interesting research project. The 
completed study probably will be published in 
the form of a monograph by the University of 
California Press. Both of the above studies can 
be used to advantage in marketing and retailing 
courses. 

Professor R. D. Calkins is making a compre- 
hensive study of the industrial development of 
California. Certain parts of this study will be 
of interest to marketing teachers. It will not | 
completed for some time. 

‘The Heller Committee for Research in So- 
cial Economics recently published another of its 
studies dealing with “Quantity and Cost Budg- 
ets for the Family of an Executive, the Family 
of a Clerk, the Family of a Wage Earner, and 
for Dependent Families of Children.’ The re- 
port covers the year 1935, the price data being 
gathered in San Francisco in November, 1935 
The Heller Ccmmittece budgets, which have 
been compiled annually since 192%, serve a 
double purpose. First, they present an estimate 
of the cost of a “health and decency” standard 
of living at various income levels at a particular 
date, and second, they measure changes in the 
cost of living from year to year. In the present 
study, a number of revisions were made both 
in the items included in the different budgets 
and in the quantities consumed. For example, 
a second hand automobile was added to the 
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budgets of wage earners and clerks; there was 
an increase in the quantity and quality of meat 
for all classes except the dependent; and there 
was an increase in allowances for life insurance. 
The net effect of the changes has been to in- 
crease the budgets by about $400 for the wage 
earners, $375 for the clerks and $250 for the 
executives. The articles which are included in 
the budgets are priced by experienced shoppers 
in San Francisco in November of each year in 
representative districts and shops. The report 
contains 66 pages and sells for 40 cents. 

The Heller Committee is working on studies 
of incomes and expenditures during 1933 of 
(1) 100 families of clerks in the San Francisco 
Bay Region, and (2) 102 families of street car 
men in the East Bay area. These surveys will 
contain complete details of the cistribution of 
expenditures, information on the number and 
type of articles purchased, and the prices paid 
for certain articles. They will also contain 
an analysis of the variation in spending habits 
between individual families, and the economic 
and social factors which affect this variation. 
Part of the cost of these studies is being borne 
by the Institute of Pacific Relations as part of 
its program for studying costs and standards 
of living in different counties of the Pacific 
area. The reports probably will be available in 
printed form in July. 

Several research projects financed by the 
Giannini Foundation of Agricultural Eco- 
nomics are in process in the College of Agricul- 
ture. The content of these studies is indicated 
by their titles, which are: (1) “Marketing 
Poultry Meat in California,” (2) “History of 
Cooperative Marketing in California,’ (<) 
“Marketing of California Livestock,” and (4) 
“The Marketing of Fluid Milk.” All of these 
studies, except the first, which deals with poul- 
try meat marketing, will continue over a num- 
ber of years. The data collected will first be 
released in mimeographed form as preliminary 
reports and later the completed studies will be 
published as Experiment Station bulletins. 


Cornell University 


Several research studies dealing with the use 
of motor trucks in the marketing of fruits and 
vegetables are in process in the Department 
of Agricultural Economics of the New York 
State College of Agriculture at Cornell Uni- 
versity. These are under the general direction 
of Dr. M. P. Rasmussen. Certain preliminary 
reports have been released in the form of 


mimeographed bulletins and published articles 
and final reports will be available in printed 
form next fall. A study dealing with the costs 
and methods of operation of commercial trucks 
in transporting fruits and vegetables to market 
in nine states was made in codperation with the 
Farm Credit Administration and findings will 
be published by the government. This study 
showed that commercial trucks are of major im- 
portance for hauls of 300 miles or less and 
that, in general, truck transportation is superior 
to rail transportation for such distances. Costs 
of operation for commercial trucks were found 
to range from 1.2 cents to 34.7 cents per ton 
mile and they averaged 3.8 cents per ton mile. 
The principal factors affecting costs were the 
number of ton-miles hauled, the number of 
miles travelled, the size of the load carried, and 
the size of the truck used. 

“An Economic Study of the Factors Affect- 
ing the Demand for the Prices of New York 
State Potatoes and Competing Products” was 
recently started in Cleveland, Ohio and data 
already have been obtained from 438 consumers 
there concerning actual purchases of potatoes. 
Field work will be carried on in a large number 
of other cities where New York potatoes are 
consumed, and studies will be made also of 
markets which have ceased to handle New York 
potatoes. The date of completion of this study 
is indefinite. 

A comprehensive survey of rural fruit and 
vegetable auctions in the eastern part of the 
United States will be undertaken in the near 
future and a study of the jobbing of fruits and 
vegetables in New York City, which was made 
by Dr. Rasmussen in 1925, will be repeated. 

Several projects dealing with the marketing 
of milk are in process under the direction of 
Dr. Leland Spencer. Two of these are con- 
cerned with the marketing of milk in the New 
York City market; one deals with the distribu- 
tion of milk and cream in Rochester; another 
with distribution through retail stores in up- 
state cities of New York; and one deals with 
the consumption of dairy products in Ithaca. 


Harvard University 


Three cost-of-doing-business studies are in 
process in the Bureau of Business Research. 
The first, “Operating Results of Department 
and Specialty Stores in 1935,” probably will 
be published in June. The second, “Operating 
Results of Department Stores in the Pacific 
Coast States: 1935,” will be released sometime 











58 THE JOURNAL OF MARKETING 


during the summer. The third, “Expenses and 
Profits of Limited Price Variety Chains in 
1935,” will be published next fall. 

Dr. Franklin W. Ryan, of the Harvard Bu- 
reau for Research in Municipal Government, 
recently completed a study of the “Functional 
Elements of Market Distribution.” This was 
found to be a necessary preliminary to a study 
of the control of business by municipal corpora- 
tions since all government control of retailing 
is control of specific marketing elements. In his 
study, a summary of which appeared in an ar- 
ticle in the January issue of the Harvard Busi- 
ness Review, Dr. Ryan lists 120 marketing ac- 
tivities which he has grouped into 16 functional 
categories. His study indicates that the list of 
marketing functions agreed upon by a number 
of present-day marketing economists (assem- 
bling, storing, standardization, transporting, 
selling, assumption of risk, and financing ) is in- 
adequate.' Furthermore, the notion that the 
assumption of risk is one of the outstanding and 
most distinctive functional categories of 
marketing is misleading. This excellent study 
can be used to advantage both in courses in 
marketing and in retailing. 


University of Illinois 

A study of “The Movement of Retail Trade 
Within the Chicago Metropolitan Area,” by 
Professor Paul D. Converse and Mr. Robert V. 
Mitchell, will be completed this summer. This 
study is based largely on data secured from the 
census reports. An analysis of the statistical 
material indicates that, in general, the move- 
ment of retail trade within a metropolitan area 
follows the same laws as similar movements 
in smaller areas. The study can be used to ad- 
vantage in courses in marketing and retailing. 

“A National Balance Sheet and Income 
Statement” is the title of a study by Professor 
Frank Dickinson and Mr. F. Eakin which is to 
be published by the Bureau of Business Re- 
search. It will present, without critical ap- 
praisal the estimates made by many different 
statisticians for the five year period, 1928 to 
1932, of wealth, credit, money, production, in- 
ternational trade, consumption and net worth. 
The inventories at the beginning of the year, 
the transactions during the year, and the end 
of the year inventories will be shown separately. 


*See also the comment on the definition of a 
marketing function in the “Consolidated Report of 
the Committee on Definitions,” which appeared in 
the Fall 1935 issue of The National Marketing 
Review. (Volume I, number 2. Pages 156 and 157.) 


University of Michigan 

Professor H. F. Taggart’s study of “Mini- 
mum Prices under the N.R.A.” has been pub- 
lished by the Bureau of Business Research. 
The author concludes that, broadly speaking, 
the attempts at setting minimum prices failed. 
They not only disregarded fundamental eco- 
nomic doctrines, but they were so subversive 
of the entire philosophy of anti-monopoly legis- 
lation that it was impossible to secure their 
legal enforcement. They lacked the unanimous 
support of the members of industries whom 
they were supposed to help and also failed to 
obtain the favor of consumers. The latter part 
of this study sets forth facts and opinions re- 
garding the causes of failure and offers sug- 
gestions regarding what might have been done 
(and what may yet be done), to obtain the de- 
sirable objectives of minimum prices while 
suffering none of their drawbacks. 

Professor Dudley M. Phelps’ study of the 
“Migration of Industry to South America” is 
to be published in book form by the McGraw- 
Hill Book Company. It is based on material 
collected by the author in the course of a year 
that he spent in South America. During the past 
three decades, many of our large corporations 
have established subsidiary manufacturing 
plants in South America. Among them are the 
packing companies, the automobile and tire 
companies, and those in the pharmaceutical an‘ 
construction industries. The activities of these 
companies in Argentina, Chile, Brazil, and 
Uruguay constitute the subject matter of this 
study, which may be considered a pooling of 
the business experience of United States con- 
cerns in these countries. The extent to which 
migration has taken place and the reasons for 
such action, the difficulties encountered by the 
migrating companies, and the results achieved 
are considered at length. The subject is treated 
from the standpoint of business policy, but it 
is believed that many of the facts and observa- 
tions presented also have a bearing on the 
broader subject of international relations. The 
study was made under a grant from the Social 
Science Research Council. It can be used to 
advantage in courses dealing with foreign trade 
and international relations. 


University of Minnesota 

Professor Ralph Cassady, Jr., and Mr. Ar- 
thur R. Upgren recently completed a study of 
“International Trade and the Devaluation of 
the Dollar, 1932-1934.” A summary of it was 
printed in the Quarterly Journal of Economics 
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for May, 1936. The authors point out that the 
changes in prices and quanta of internationally 
traded commodities from 1932 to 1934 reveal 
the importance of influences other than de- 
valuation. These influences include varying 
rates of recovery in the several trading coun- 
tries, raw material controls, including our own 
restriction programs, import quotas and the 
existence of substitute commodities. These 
forces, to a considerable extent, were disen- 
tangled in the course of this study and the ef- 
fects were measured. The conclusion is reached 
that the total effects of price making forces 
other than devaluation, in the period considered, 
have exceeded the effect on prices arising from 
dollar devaluation alone. The study can be 
used to advantage in courses in marketing and 
foreign trade. 
New York University 

Professor Hugh E. Agnew has in process 
a comprehensive study of the “Fundamentals of 
Price Making.” It was commenced in June, 
1934 and the first section of the study is now 
available in mimeographed form. It can be 
purchased from the New York University Book 
Store. The purpose of the study is to discover 
and record all the influences that go into practi- 
cal price making. Professor Agnew found that 
there were no established methods of arriving 
at a price, and that not even the bases for pric- 
ing were uniform. Among the different bases 
used are 


sales, 


cost, conversion cost, investments, 
and risks involved. The study can be 
used to advantage in courses in marketing and 


sales management. 


University of North Carolina 

Two studies dealing with the marketing of 
cotton are in process in the Department of 
Agricultural Economics and Rural Sociology 
at the College of Agriculture and Engineering. 
The first, “Cotton Marketing Practices in the 

astal Plain Area of North Carolina,” is be- 
“g made in cooperation with the United States 
Bureau of Agricultural Economics. It is under 
the supervision of Glenn R. Smith, Assistant 
Agricultural Economist. The field work has 
been completed and the study will be published 
as a bulletin of the North Carolina Agricultural 
Experiment Station, probably in December of 
this year. Four typical marketing areas were 
sele.ced for study. All local buyers, cotton ware- 
housemen and cotton weighers were inter- 
viewed and the information obtained was re- 
corded on questionnaires. Approximately eighty 


« 


farmers were interviewed in each area. The 
objects of this study are to determine: (1) what 
constitutes a market area; (2) the types of 
buyers to whom cotton is sold, the buying basis 
and the trade relationships between local buy- 
ers; (3) the relationship between the smaller 
local markets and larger local markets and the 
extent to which there is competition between 
local markets; and (4) the relationship between 
types of farmers, kinds of cotton grown, and 
marketing practices of farmers. 

A second study entitled, “An Economic 
Study of Production, Marketing, and Consump- 
tion of Cotton,” was begun in 1935 and will be 
completed in 1937. The Bureau of Agricultural 
Economics is cooperating in this study also. The 
area surrounding the city of Salisbury was 
selected as a place of study. Approximately 300 
farmers and all local buyers and local mill 
operators were interviewed. A classing office 
was maintained and over 6,000 bales of cotton 
were classified for farmers. Some of the ques- 
tions which it is hoped the study will answer 
are as follows: (1) Is it worth while for the 
farmer to have his cotton classed by a com- 
petent classer before sale? (2) To what extent 
are the premiums and discounts paid in the 
central markets reflected in local market prices ? 
(3) To what extent are communities standard- 
izing quality of cotton grown? (4) To what 
extent are local mills using local cotton? If 
they are not using local cotton, why not? (5) 
Can local production be adjusted to the demand 
of local mills? (6) What is the most desirable 
method of marketing cotton? 

A study of the “Methods and Practices of 
Cooperative Associations,” which was made 
under the direction of S. L. Clement, will be 
completed in July. It will be available in printed 
form from the North Carolina Agricultural Ex- 
periment Station, Raleigh, North Carolina. The 
purpose of the study was to determine the fac- 
tors affecting the success of selected coopera- 
tive organizations. It can be used in courses in 
which attention is given to cooperative market- 
ing. 

Northwestern University 

Professor D. J. Duncan has completed his 
study of “The Control of Stock Shortages in 
Department Stores with Particular Reference 
to a Department-Store Chain.” This study is 
unusual in that a department-store chain of five 
stores was used as a laboratory during a period 
of twenty months in order to determine the 
causes of stock shortages and to test the effec- 
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tiveness of measures that were adopted to con- 
trol them. 

Several doctoral dissertations, based on 
marketing research, are in process. Mr. Mal- 
colm F. Heslip is studying “The Effect of Con- 
sumer Demand on Public Utility Merchandis- 
ing Activities.” Mr. S. G. Wennberg is making 
a study of “Export Credit Insurance.” This will 
include an examination and evaluation of the 
organization and results of various private and 
state plans of export credit insurance. Mr. 
William F. Brown is studying “The Effect of 
Size on Costs of Retailing.” Mr. Clarence H. 
McGregor has under way, “A Study of the 
Railroad Less-than-Carload Freight Services in 
the Chicago Switching District.” Its purpose is 
to evaluate the services performed and point 
out the needs of Chicago shippers. 


University of Oregon 

Professor N. H. Comish has recently pub- 
lished two articles in the Oregon Merchants’ 
Magazine, one dealing with the relative im- 
portance of twenty selling appeals used by 501 
retail salespeople in stores in six Willamette 
Valley cities, and the other with the relative 
effectiveness of window displays in grocery 
stores in Eugene, Oregon. These studies were 
based upon field data collected by research stu- 
dents under Professor Comish’s cirection. A 
study of the methods used to select, train and 
promote retail salespeople in Oregon is now 
in process. 


University of Pennsylvania 

Professor Frank T. Hypps is making a study 
of “Controlled Marketing.” It will be completed 
sometime in 1937 and will be published as a 
text book. Mr. Richard R. Mead, Instructor in 
Marketing, has in process a study of “Fuel 
Competition in the United States,” which will 
be completed late in 1937 or early in 1938. Its 
purpose is to determine the trends in the con- 
sumption of various fuels by industrial and con- 
sumer markets; to analyze the factors which 
are responsible for these trends, such as sales 
policies, exhaustion of natural resources, and 
improved combustion technique; and to con- 
sider the effect of these tendencies on industries 
producing the fuels with special emphasis on 
the future of the anthracite and bituminous coal 
fields. 

Professor John H. Frederick is making a sur- 
vey of “Agricultural Markets.” His findings 
will be incorporated in a text book to be pub- 
lished by Prentice-Hall Inc., probably in De- 


cember, 1936. Professor Reavis Cox has in 
process a study of “The Marketing of Ameri- 
can Textiles” which will be completed by June, 
1937. This project is one of a series of studies 
of the textile industry being made for the Tex- 
tile Foundation under the general direction of 
Professor A. H. Williams of the University of 
Pennsylvania. The finished report can be used 
as collateral reading in colleges and textile 
schools which offer courses in textile market- 
ing. 

Professor Howard T. Hovde is making a 
study of “The Relationship of Payrolls in Phila- 
delphia to the Time of Payment by Volume and 
by Days of the Month.” This study, which has 
been approved by the Retail Merchants Bureau 
of the Philadelphia Chamber of Commerce, will 
be started in June and will be completed this 
summer. In brief, the study will attempt to 
answer the question so often asked by business 
men: “How are the citizens of Philadelphia 
paid and when?” Retail and consumer sales 
generally depend upon payrolls, as shown by 
the close correlation between employment and 
department store sales. Retail promotion and 
advertising is timed not only in relation to 
seasonal buying habits but also in relation to 
the income of consumers. It is the purpose of 
this study to make available to retailers data 
that will make it possible for them to judge 
intelligently the volume of payrolls in relation 
to days of the month that this income is in 
the hands of consumers. The sampling method 
will be used, data being obtained through mailed 
questionnaires and by personal follow-up inter- 
views among a representative number of manu- 
facturing and non-manufacturing industries in 
the Philadelphia area. 


Stanford University 

The March 1936 number of the Food Re- 
search Institute’s “Wheat Studies” contains 
considerable material of interest to marketing 
teachers and advanced students of marketing 
and commodity economics. It is entitled “Cana- 
dian Wheat Stabilization Operations, 1929-35.” 
It was written by W. Sanford Evans of Winn!- 
peg, Canada. Printed copies of the study can 
be obtained from the Institute for 75 cents each. 


Syracuse University 


Professor H. E. Bice recently completed a 
study of “Employment Opportunities for Wom- 
en in Department Stores.” Data were secured 
in some 25 personal interviews and by mailed 
questionnaires. Conclusions are drawn regard- 
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ing the qualifications required by different 
stores, the training provided new employees, 
wages paid, and opportunities offered for ad- 
vancement. Mimeographed copies of the study 
can be secured from the Syracuse University 
Graduate School. 


The State College of Washington 

Two studies dealing with marketing are in 
process in the College of Agriculture. The first 
is entitled “Auction Prices of Washington 
Fruit.” A tabulation is being made of the prices 
received for Washington apples and pears on 
both the New York and Chicago auctions. 
These tabulations include prices by varieties, 
by grades, and by sizes beginning with the 1928 
crop. The second project, “A Study of Co- 
operative Elevator Standards of Performance 
as to Membership, Finances, and Operation in 
the State of Washington,” is being made in co- 
operation with the Farm Credit Administration. 
Data which have been received from the books, 
audits, and secretaries’ records of the local 
cooperative grain elevators are in process of 
analysis by the Farm Credit Administration. 
The finished report will indicate desirable prac- 
tices and standards for the successful operation 
of cooperative elevators. 

Two studies were recently completed. The 
first, “Indexes of Prices Received by Washing- 
ton Farmers,” presents indexes of prices re- 
ceived from 1910 to 1935 by farmers for seven- 
teen major agricultural products. The second, 
“Apple Prices Received by Washington Grow- 
ers,” was made in codperation with the Federal 
Land Bank of Spokane. Weighted average 
prices for the 12 crop-years 1922-23 to 1933-34 
were computed for the principle varieties and 
grades of apples. These studies will be published 
by the Agricultural Experiment Station. 

“Financing Coéperative Marketing of Farm 
Products in Washington” is the title of a study 
published by the Agricultural Experiment Sta- 
tion in October, 1935. It was written by Pro- 
fessor E. F. Dummeier. Teachers of codpera- 
tive marketing will find helpful material in this 
bulletin. 


B. ResEARCH IN GOVERNMENT BUREAUS 
Bureau of Agricultural Economics 

A preliminary report on the “Extent of Pro- 
tection from Fluctuations in Spot-Cotton Prices 
Afforded by Future Trading” was issued by the 
Bureau of Agricultural Economics recently. It 
was prepared by L. D. Howell and Leonard J. 
Watson. The objects of the study were: First, 


to determine to what extent future trading af- 
fords protection from changes in prices of spot 
cotton (a) by reducing these changes and (b) 
by shifting the risks from price changes through 
hedging transactions; and second, to indicate 
the effect of future trading on prices to pro- 
ducers. The study shows that for the period 
1926-27 to 1934-35, on the average, more than 
three-fourths of the gains and losses from 
fluctuations in prices of spot cotton would have 
been shifted by hedging. In general, the propor- 
tion of the gains and losses from changes in 
spot prices that could have been eliminated by 
hedges was greater for contracts for the near 
than for the more distant months. The data 
presented indicate that futures trading reduces 
the costs in connection with merchandising cot- 
ton by increasing the collateral value of cotton 
and thus lowering the capital costs per bale and 
by reducing the risks of loss from fluctuations 
in prices. Several other research studies are 
under way but their present status could not be 
ascertained. 

“Marketing the Michigan Peach Crop,” 
“Marketing the Michigan Pear Crop,” and 
“Marketing the Michigan Grape Crop” are the 
titles of three studies, made by R. E. Keller, 
which cover marketing operations during the 
1935 season. The Michigan Department of 
Agriculture cooperated in making these studies. 


Farm Credit Administration 


A study of the “Codperative Marketing of 
Agricultural Products,’ which was made by 
Ward W. Fetrow, Chief Research Economist 
of the Codperative Division, was published in 
February. It deals with the development and 
present status of codperatives in the United 
States. The codperative marketing of the fol- 
lowing commodities is discussed in detail: cot- 
ton, dairy products, grain, livestock, poultry 
and eggs, tobacco, wool and mohair, and fruits, 
vegetables and nuts. The list of references on 
cooperative marketing in the appendix can be 
used to advantage by students who are writing 
term papers or doing research in this field. 

“Early Developments in Codperative Cot- 
ton Marketing” is the title of a study by O. W. 
Hermann and Chastina Gardner. In it the fol- 
lowing subjects are discussed: codperative 
marketing under the Grange, marketing by the 
Farmers Alliance, early cotton associations, 
Farmers Union cotton-marketing efforts, de- 
velopment of independent cotton-marketing as- 
sociations, activities of the American Cotton 
Association, large-scale state and regional as- 
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sociations, national cotton sales organizations, 
farmers cooperative cotton-gin associations, 
and cooperative cotton-seed-oil-mills. 

A report on the ‘Membership, Financial, and 
Operating Status of Codperative Country Ele- 
vators in Oklahoma, 1931-34” was released in 
April 1936. The study was made by Roy M. 
Green and Roy A. Ballinger. Data were ob- 
tained through personal interviews and ex- 
amination of records of 77 cooperative eleva- 
tor associations. 


Federal Trade Commission 

The legal division of the Commission com- 
pleted a report in April on practices employed 
in the marketing of milk in the Chicago sales 
area. This was the third area to be investigated, 
reports on conditions in the Connecticut and 
Philadelphia milk sheds having been submitted 
to Congress in April, 1935 and January, 1936, 
respectively. A fourth report covering condi- 
tions in four cities (Boston, Baltimore, Cin- 
cinnati and St. Louis) was transmitted to Con- 
gress early in June. The title of this report is 
“Milk Market Regulation and Practices of 
Distributors in Relation to Margins, Costs and 
Profits of Distributors in Boston, Baltimore, 
Cincinnati, and St. Louis.’ Studies of other 
milk sheds are in process in both the Economic 
and Legal Examining divisions of the Com- 
mission. 

The Commission’s Agricultural Income In- 
quiry is well advanced. The comprehensive 
character of the data called for by the Congres- 
sional Resolution, however, has rendered it 
difficult to obtain prompt returns. As a result, a 
great deal of supplementary field work has been 
necessary. The time for the completion of the 
inquiry has been extended to October first, 
although no additional funds have been made 
available. The resolution requires the Commis- 
sion to ascertain the margins on the principal 
products from the producer to the consumer. 
There is pending at the present time a sesolu- 
tion extending the scope of this inquiry so that 
it will include fresh fruits and vegetables. This 
resolution has been favorably reported by the 
House Committee on Foreign and Interstate 
Commerce. A resolution directing an inquiry 
into the farm machinery business has also been 
favorably reported by the House Committee 
on Foreign and Interstate Commerce. 

A preliminary report on the operating re- 
sults of 257 textile companies was released by 
the Commission on April 10. It covers the two 
six-months periods of 1935. On May 22 the 
Commission made public a report on the cot- 
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ton textile industry for the first half of 1935, 
This includes not only the breakdowns of the 
financial and operating results according to the 
size of the company, rate of return on invest- 
ment and rate of net profit on sales but also 
distributions of these companies showing op- 
erating results according to the principal kinds 
of goods produced. 


Bureau of Foreign and Domestic Commerce 

The sixth edition of “Market Research 
Sources” was released early in April. It lists 
articles and books on marketing which hav 
been published since 1931 and indicates wher 
they can be obtained. Previous editions cover 
periods prior to 1931. Doctoral theses of col- 
leges and universities are listed in this edition 
The first of a series of bulletins designed to 
present in summary form information on sp 
cific industries and on the leading trade assoc 
tions within each industry was issued in April 
under the title “The Construction Industry.’ 
It summarizes economic facts relating to the 
activities of this industry and lists over 600 
national and interstate trade associations. A 
second volume, “The Foodstuffs Industry,” will 
be published at a later date. 

“A Summary of United States Trade with 
the World, 1935” was released in March. A 
revision of an earlier study on the ‘“Outstand- 
ing Factors Affecting Foreign Trade Policy” 
and trade information bulletins on “The 
Netherlands Oilseed Industry” and on “World 
Chemical Developments, 1935” were published 
in May. Domestic Commerce Bulletin No. 94 on 
“Confectionery Production and Distribution, 
1935” was released in June. “A Review of th 
American Machinery Industry” 
in June. 


also appeared 


A revision and expansion of the section of 
the “Market Data Handbook (1929)” which 
deals with consumer statistics was published 
late in June under the title “Consumer Market 
Data Handbook.” Data necessary to an evalua- 
tion of the consumers’ market are given for 
towns of 2500 population and over, and for 
counties and states. The annual ‘Retail Credit 
Study,” which covers 1935, was released in 
June. Data are shown for some 88 cities by 
fourteen lines of trade. The annual number of 
the World Economic Review, also published 
during June, presents in summary form the out- 
standing economic developments in 1935 and 
the progress of economic recovery. In it tl 
major trends, together with a summary of the 
principal adverse factors which are still exer- 
cising a drag upon recovery, are reviewed. The 
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1936 Supplement to the “Survey of Current 
Business” will be available in the near future. 
This volume will present monthly figures from 
1932 to 1935 inclusive. The previous supple- 
ment, issued in 1932, contained monthly data 
from 1923 to 1932. Because of the addition of 
new series and the revision of existing ones, 
many changes have occurred in the various time 
series during the past four years. 

The first of a series of publications on “Basic 
Industrial Markets in the United States” was 
released in June. This series is designed to 
offer industrial marketing executives an accu- 
rate picture of the size and location of those 
sections of their markets represented by the 
various basic industries. The first volume 
covers textiles. “National Income 1929-1935,” 
“Store Modernization Needs,’ and “Markets 
for Electrical and Gas Facilities” will be pub- 
lished during the summer. The first study men- 
tioned gives detailed estimates of national in- 
come from 1929 to 1934 inclusive, together with 
preliminary totals by industries and by pay- 
ments (labor, rent, interest, etc.) for 1935. 
“Store Modernization Needs” is based upon a 
physical appraisal of some eight thousand small 
stores in twenty-three selected cities. A check 
sheet by which a merchant can evaluate his own 
plan of business will be attached to this study. 
“Markets for Electrical and Gas Facilities” is 
based upon information gathered in connection 
with the Real Property Inventory and shows 


- the unfilled market for electrical and gas prod- 


ucts, as well as for other related household 
appliances. 

A new monthly study showing dollar sales 
and collections on accounts receivable, for both 
manufacturers and wholesalers, was released in 
March. This study is being made in coéperation 
with the National Association of Credit Men. 
An “Estimate of the Volume of Wholesale 
Trade in the United States, 1899-1935” by Dr. 
N. H. Engle, appeared in the May issue of the 
Survey of Current Business. Reprints are avail- 
able. The States of Kansas, Missouri, Iowa, Ne- 
braska, Arkansas and Ohio have been added to 
the nine states for which retail sales by inde- 
pendent stores are collected monthly. Monthly 
hgures for each of these states are released 
about the 25th of each month following the 
period for which data is shown. 


Bureau of the Census 


The United States Bureau of the Census 
reports progress on the 1935 Census of Busi- 
ness. The current census was conceived to fill 
the recognized need for more up-to-date 
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statistics on the state of American business. 
Although the current census is similar to the 
two preceding, its scope is much more compre- 
hensive. The first census covered distribution, 
construction (contractors), and hotels; the 1933 
Census of American Business was limited to re- 
tail trade, wholesale trade, service businesses, 
amusements and hotels. The 1935 Census of 
Business includes the following fields: 


Retail trade 

Wholesale trade 

Service businesses* 

Amusements 

Hotels 

Construction 

Distribution of manu- 
facturers’ sales 

Real estate agents 


Trucking and ware- 
housing 

Insurance 

Radio broadcasting 

sus transportation 

Banking and finance 

Advertising agencies 


Miscellaneous fields 


The field canvass for the current census be- 
gan in January, 1936. The enumerators were 
supplied with fourteen separate schedules. 
Recognizing that the value of the statistics 
published from the last census was enhanced 
by their timeliness, officials of the current cen- 
sus plan to publish the data as rapidly as they 
are compiled. Statistics on broadcast stations in 
the New England States, the Pacific Coast 
States, the Mountain States, and Texas have 
already been published. These reports showed 
revenue, pay roll, and employment figures, Re- 
leases for the other fields will show similar 
data for states, counties, and cities, wherever 
it is possible to do so without revealing indi- 
vidual operations. 

The first retail reports will be for states and 
will show sales, expenses, personnel, and pay 
roll by sixty kinds of business. Cities of more 
than 50,000 will also be shown by sixty kinds 
of business. Ten major business classifications 
will be shown for cities of 10,000 to 50,000 
population, and one-line totals (all kinds of 
business combined) for smaller places and the 
remainder of each county. Later retail reports 
will include a breakdown of these one-line 
totals into ten major business groups. 

Wholesale reports will present sales, ex- 
penses, personnel, pay roll, and stocks by types 
of operation and kinds of business for the states 
as a whole and for cities of 20,000 population 
and over; and the distribution of sales by types 
of operation and kinds of business for states 


* (The service census has been broadened 
to include a wider field than was covered for 


1933.) 





64 


and for cities of 500,000 population and over. 

The first retail and wholesale reports, al- 
though limited to basic tables, will contain final 
figures which will be unchanged in the final 
volumes. The final state reports and United 
States summaries will be followed by special 
reports, such as those published for 1933 on 
food retailing, variety-store chains, department- 
store chains and drug retailing. 


Department of Labor 

A “Functional Analysis of Industry” is in 
process in the Consumers’ Division, which is 
under the direction of Dr. Walton H. Hamil- 
ton. This project was started in July 1934 and 
certain parts of the study will be released in 
printed form, probably this summer. The pur- 
pose of the study was to inquire into price- 
determining structures of specific industries 
(such as, automobiles, gasoline, tires, shoes, 
and milk) with a view to suggesting means of 
eliminating the trouble spots in productive- 
distributor systems which keep the product 
out of the consumers’ reach. 

The Bureau of Labor Statistics is making a 
nation-wide survey of the money disbursements 
of the families of the wage-earner and lower- 
salaried clerical groups for the purpose of re- 
vising and extending the cost-of-living indexes 
which it has published for many years. These 
indexes are at present based on data collected 
in a nation-wide study made in 1917-19. Both 
the kinds of articles available in the retail 
market and consumer purchasing habits have 
changed greatly in the last fifteen years. 

A series of articles on different phases of 
this study will be published in the Monthly 
Labor Review. The first of these articles ap- 
peared in the March issue under the title of 
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“Money Disbursements of Wage Earners and 
Clerical Workers in 11 New Hampshire Com- 
munities.” A second article on “lood Con- 
sumption at Different Economic Levels” ap- 
peared in the April issue. It points out that at 
the lowest economic level analyzed, the market 
basket is heavily weighted with bread, flour and 
meal, and white and sweet potatoes. At the 
higher levels, per capita consumption of cereal 
products is only slightly larger than at the lower 
levels, the consumption of potatoes is some- 
what higher, but consumption of leafy a1 
other fresh vegetables and of fresh fruits 
doubles, and that of meat and eggs is mort 
than 50 per cent greater. Reprints of these 
articles can be secured from the Bureau of 
Labor Statistics. 

The Bureau has recently issued pamphlets 
on the following subjects: “Changes in the Cost 
of Living,” “Retail Prices,” and “Wholesal 
Prices.” 


New York State Department of 

and Markets 

Mr. William A. Rider, Assistant Director of 
the Bureau of Milk Publicity, plans to continue 
the study which he made in 1935 of the cot 
sumption of milk, milk products, and butter 
substitutes in urban centers of New York state. 
The object of the study was to secure informa 
tion helpful to the Bureau of Milk Publicity 
in carrying on the state’s campaign to incr 
the consumption of fluid milk and cream and t 
provide data which might form the basis for 
special activities within the city departments of 
health, welfare, and education. In the course 
of the 1935 investigation 42,477 families were 
interviewed. Students from 21 schools and col- 
leges codperated in the survey. 
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Epwarps, Cu Arves M., Jr., AND Howarp, WIL- 
LIAM H., Retail Advertising and Sales Pro- 
motion. New York, Prentice-Hall, Inc., 1936, 
736 pp., $5.50. 

This book capably fills a long existing void. 
Up to this time no treatise has adequately dealt 
with the problems of retail advertising and pro- 
motion, particularly those of the department 
store. Mr. Edwards, of the School of Retailing 
of New York University, and Mr. Howard, 
Director of Retail Advertising for Montgomery 
Ward & Company of Chicago, have done an 
excellent job not only in outlining in detailed 
form procedures and techniques of retail ad- 
vertising and display, but also in giving well- 
rounded discussion of the important problems 
involved in the use of advertising by the re- 
tailer. It should 


teachers of 


excellent text for 
retailing and advertising, and a 
welcome practical guide for retailers. 
Although the procedures outlined and the 
problems discussed may apply or be adapted to 
any retail institution, the deals pri- 
marily with the advertising of department and 
specialty stores, and the authors cite for the 


prove an 


volume 


greater part the experiences of such advertisers. 
It is understandable why they have taken this 
approach, for these retailers have given most 
careful thought and attention to the basic prob- 
lems of retail advertising and its relations to 
merchandising and other selling efforts. An ex- 
tensive literature in this area has evolved in the 
form of articles in advertising and retailing 
trade papers, of speeches given before trade 
associations, and of numerous case reports in- 
volving form of organization, types of copy, 
budgeting, planning, and the like. Unfortunate- 
ly, this material has been widely scattered and 
the evidence has often been contradictory. Un- 
til this time no one has written a comprehensive 
declaratory text digesting this evidence. It is 
apparent that the authors, in addition to draw- 
iny on their own experience, have laboriously 
§ over a vast amount of data and have care- 
fully appraised the present state of the art. 
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The greatest contribution of the volume 
seems to me to rest in the first six chapters 
and in several chapters near the end of the 
book, in which are discussed the natu.e 


purpose of retail advertising; 


and 
the organization 
of the advertising department and the publicity 
division; advertising department procedure; 
- the building of an ad- 
vertising plan; types of retail advertising; re- 


Ss? 


budgeting for publicity 


tail sales promotion; and research for measur- 
ing the retail market and for determining what 
and how to promote. The rest of the book deals 
with techniques of advertising, such as copy 
writing, writing the headline, layout, and typog- 
raphy, and with the problems of evaluating 
and selecting media. Extensive chapters are 
given to newspapers, direct advertising, radio, 
window display, and interior display. 

In the group of chapters which I refer to as 
offering the contribution, the basic 
relationships of advertising and promotion to 
merchandising well 
brought out. A clear differentiation between the 
types of retail advertising and the part that 
each may play in various types of stores is in- 
dicated. The importance 
ganization to bring 


+ 


greatest 


and store operation are 


of proper retail or- 
a unified and coordinated 
effort is described. Throughout, practical pro- 
outlined, but even in the detailed 
description of thes« 


cedures are 
, the authors do not forget 
to discuss the problems and the philosophy un- 
derlying them. 

In the discussion of the techniques of ad- 
vertising and of display, and in the chapters 
on media, the authors have given a realistic 
presentation. Their classifications of techniques 
should be helpful alike to student and to prac- 
titioner. 

The text is comprehensive, hence fails to 
go deeply into many topics. By giving a clear 
and well-rounded picture of the problems and 
the procedures of retail advertising it does a 
job that has not been done heretofore. 

Neit H. Borden 
Harvard University 
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Sanpnace, C. H., Advertising: Theory and 
Practice. Chicago, Business Publications, 
Inc. 1936. 618 pp., $4.00. 

Here is a new book on advertising theory 
that merits consideration. It is both compre- 
hensive and up-to-date. It is to a high degree 
readable. 

Its special features are its discursive ex- 
planations of the purposes of advertising, the 
means through which advertising may be made 
effective, and the checks and measures to apply 
to advertising. Research constitutes the key- 
note of the book. Part II, “Advertising Re- 
search,” covering consumer research, product 
analysis, market analysis and research tech- 
nique is a notable addition to the literature on 
this subject. Indeed the theme of research 
runs through the whole book for the checks and 
tests devised and described also fall under the 
heading of research. 

The chapters and sections on the advertising 
message are well written, but the technique of 
preparing advertising has been better presented 
in other books. The study of the book is evi- 
dently intended to leave the reader informed 
rather than trained in advertising. 

The chief contribution of this book is its 
“New deal” viewpoint. It assumes the inevita- 
bility of economic planning on a wide scale. It 
sympathizes with the extension of public con- 
trol over business. Advertising under an ordered 
economic régime is to be used solely “to in- 
terpret the qualities of a product in terms of 
its actual utility to the consumer. Such adver- 
tising does not attempt to create wants in the 
mind of the consumer. Instead, it tends to help 
consumers realize maximum satisfaction from 
each dollar spent for commodities” (p. 109). 

The reviewer does not criticize this view- 
point but rather welcomes it. It was certain that 
the flood of thought on economic planning dur- 
ing the past stx or seven years should have 
brought forth applications of this thesis to 
various business activities. The writer has been 
expecting a book on marketing for some time 
based on new deal philosophy. Professor Sand- 
age is, I believe, the first to come through with 
a work on advertising expounding this view. 

The issues, particularly as to the methods of 
the new deal, including economic planning, are, 
of course, highly debatable. Even if economic 
planning is sure to revolutionize present eco- 
nomic objectives and organization, it is likely 
to be slow in coming in this country. We shall 
probably hobble along under the competitive 
system for some time to come. In the mean- 
time advertising and selling will have to be 


carried on as effectively as possible, with oc- 
casional changes in the rules of the game, and 
young men and women will need not only to 
learn what it is all about, but also how to 
carry it on—better than their competitors. 
Professor Sandage’s views on economic 
planning are very mild compared to those of 
some of the economists. Professor Sandage 
gives every evidence in this book of combining 
with his desire for social improvement the 
recognition that business must go on every 
day, year in and year out, even while the social 
reformers wrangle over their diagnoses as well 
as their prescriptions for the evils of society. 
Professor Sandage must have had his own 
misgivings about the use to which his many 
excellent suggestions on advertising will be put. 
Indeed, the very object of certain of his checks 
and measures is to determine competitive 
strength rather than production and distribu- 
tion solely for use. The book is welcome to the 
marketing field. Advertisers will find it stimu- 
lating. Students may, after concluding its study 
and entering in business, be in for disillusion- 
ment—not a rare occurrence for young men and 
women now emerging from the educational 


world. P. H. N. 


Munk, Frantisek, The Problem of Distribu- 
tion Costs. Published in Czechoslovakia un- 
der the auspices of the Institute of Scientific 
Business Organization affiliated with the 
Masaryk Academy of Labor. Prague. Melan- 
trech Publishing Co. 1935, 195 pp. 

The book represents an attempt to find cer- 
tain basic principles of the economics of distri- 
bution by a comparison and analysis of avail- 
able European and American data and facts 
relating to the distribution of commodities. 
With a growing realization that the pioneering 
period has come to a close, with elements of a 
new economic order changing slowly but con- 
stantly the pattern of America, it is highly prob- 
able that Americans will soon learn to look 
to European countries for their experiences, for 
their methods of solving present problems. 

On the European side most of the material 
used has been secured from the countries of 
Central Europe, that is, Czechoslovakia and 
Germany, other countries having done relative- 
ly little in the field of quantitative analysis of 
marketing data. The total cost of distribution 
in Czechoslovakia has been set at 14,200,000.00 
Ke or 34.6 per cent of the total sales, that is, 
about one-third of the national income. This 
ratio does not differ much from similar data 
in the United States or in Germany. 
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Unit stores are by far the most typical out- 
let in Europe, the proportion of their sales vol- 
ume to total distribution varying from 85 per 
cent to 98 per cent. The only serious competi- 
tors of the unit store are the manufacturers’ 
retail branches. One type of chain stores, how- 
ever, has achieved a certain importance during 
the last few years, and captured a great deal 
of public attention, becoming in fact a political 
issue, mamely, variety stores (“single price 
stores” as they are called in Europe). Although 
their share of the total distribution may be 
small, they have become dangerous, price-cut- 
ting competitors to many a group of stores, par- 
ticularly in the large cities. Their spread and de- 
velopment have been arrested in practically all 
the countries of Central Europe (Czechoslo- 
vakia, Austria, Germany, Hungary, Switzer- 
land) by legal measures prohibiting the opening 
of new stores, the sale of foodstuffs, or the 
enlargement of actual premises. 

Greater efficiency will be achieved only by 
the adoption of both inter-unit and intra-unit 
measures. The former can be taken either au- 
tonomously by the various business groups or 
they can be imposed and made compulsory by 
the governments. 

Among inter-unit developments the shifting 
of distributive functions merits special atten- 
tion. Two tendencies may be distinguished: 
one may be called horizontal shifting, the other 
vertical reintegration. In the course of the 
former the variety store has taken business 
from the small merchant, or consumers’ co- 
operatives have made inroads into the distribu- 
tion of staple articles for daily use. The latter 
tendency implies that functions have been 
shifted up or down in the process of distribu- 
tion. 

Among the intra-unit measures the follow- 
ing promise to contribute to the lowering of 
distribution costs: a modern stock-plan for 
every store, a more careful selection of the 
store site, a better layout and equipment of 
stores, limitation of unnecessary handling of 
goods, cooperative delivery, and better handling 
of perishables including fashion goods. 

Wicrrep L. WHITE 
U. S. Department of Commerce 


Pyte, J. F., Marketing Principles. 2nd Edition. 
New York, McGraw-Hill Book Co. 1936. 
783 pp., $4.00. 

The revised edition of Marketing Principles 
by John Freeman Pyle, Dean of the College 
of Business Administration at Marquette Uni- 
versity has been greatly increased in size, the 


number of pages being about forty per cent 
greater than in the first edition. The general 
outline of the book remains almost exactly the 
same. The greatest change between the two 
editions lies in the large amount of statistical 
and illustrative material with which the revised 
edition is packed. This new material must 
represent a great amount of work on the part 
of the author. It shows a wide acquaintance, 
not only with strictly marketing subjects, but 
in other fields as well. Those universities offer- 
ing Marketing by correspondence will find this 
text especially suitable since the additional ma- 
terial helps to take the place of the library 
reading which a resident student would be 
expected to do. 

At the beginning of each chapter there are 
three or four lines stating the purpose of the 
chapter. This should prove helpful to the be- 
ginning student. At the close of each chapter 
there are questions for discussion. Most of 
these questions are not of the memory type 
but really call for thought and offer oppor- 
tunity for discussion. The author has made 
some use of the definitions of the Committee 
on Definitions of the National Association of 
Teachers of Marketing. An even wider use of 
the work of this committee by marketing 
authors would be desirable. While some of the 
footnotes are to material previous to 1930 and 
some carry no date, yet most of them make 
good use of current material. Footnote refer- 
ences to books would be improved if they car- 
ried the date of publication and the name of 
the publisher. 

The chapter on Legal Aspects of Marketing 
has been renamed, Some Aspects of Formal 
Social Control in Marketing. It devotes two 
pages to recent trends toward centralized con 
trol. Considerable mention is made in various 
parts of the book to recent legislation which 
influences the marketing process. An even 
greater amount of this would have been valu 
able. 

The entire book shows the result of much 
work and is as the name implies—a true r« 
vision. C. W. BarkKER 

Indiana University 


FERNALD, C. H., Salesmanship, revised edition. 
New York, Prentice-Hall, Inc., 1935, 561 
pp., $3.00. 

The author of this book, formerly connected 
with the Universities of Illinois and North 
Carolina, has drawn on his experience with 
Crossley, Inc., a national research organiza- 
tion in revising his well-known book on sales 
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psychology. It now stands as one of the most 
pretentious efforts in this field, supplying as it 
does over five hundred pages of well-planned 
material. The book follows the traditional order 
in the main, in that it emphasizes the steps in a 
sale and the importance of handling each step 
correctly. Basic psychology is thoroughly il- 
lustrated in each step by a plentiful supply of 
illustrations and anecdotes. Considerable in- 
genuity has been shown in getting away from 
trite chapter subjects. For example, instead of 
such a topic as “Objections,” we find a chapter 
entitled “Resistance—How to Meet It.” 

The book includes a preliminary chapter on 
products and channels which would be of some 
value, even short as it is, for students not 
trained in the principles of marketing; but for 
the teacher following a well-organized cur- 
riculum such a treatment is of doubtful value. 
Chapters on “Retail Selling,” “House to House 
Selling” and “Salesman—Credit Man and Ad 
justor” apply general principles to particular 
sales situations. 

For courses devoting thirty or more class 
hours to the study of salesmanship this is a 
well-adapted book, and should be widely used 
under such conditions. But for those of us who 
by sad experience have found that time spent 
beyond a much shorter number of hours, per- 
haps ten or twelve, yields constantly decreasing 
returns, this book is perhaps too voluminous to 
serve one’s purpose to the best advantage. This 
opinion should not be interpreted as a criticism 
of the content of this particular book, but rathe1 


a query as to how much time may be profitably 


spent in telling students how to sell. 
H. H. MayNarp 
Ohio State University 


CANTRIL, HADLEY, AND ALLrort, GorpdoN W., 
The Psychology of Radio. Harper & Broth 
ers, 1935, 276 pp., $3.00. 

In The Psychology of Radio, by Cantril 
and Allport, we have one of the first attempts 
to appraise the place radio has made for itself 
in our society, and to calculate the influence 
of broadcasting on contemporary American life. 
The list of chapter headings will give a very 
good indication of the scope of the volume: I. 
Radio: A Psychological Novelty, II. The In- 
fluence of Radio Upon Mental and Social Life, 
Ill. The American Way, IV. Programs, V. The 
Listener’s Tastes and Habits, VI. Voice and 
Personality, VII. Sex Differences in Radio 
Voices, VIII. Speaker versus Loud Speaker, 


IX. Listening versus Reading (by Merton E, 
Carver, Ph.D.), X. Effective Conditions for 
Broadcasting, XI. Broadcasting, XII. Enter- 
tainment, XIII. Advertising, XIV. Education, 
XV. Extending the Social Environment. 

It is not the purpose of this review to ap- 
praise The Psychology of Radio as a contribu- 
tion to social psychology. Rather, our present 
scrutiny is from the standpoint of advertising 
and marketing analysis. Clearly, any social 
phenomenon so widespread in its appeal as 
radio deserves every interest of the scholar of 
marketing. The latter 1s interested not only in 
broadcasting as a possible alternative medium 
for advertising, but even more in it as it molds 
the thinking and the habits of the component 
parts of our American market. 

From the standpoint of the scholar of 
marketing, The Psychology of Radio is some- 
what of a disappointment. It seems to the re- 
viewer that three factors tend to decrease the 


worth of the contribution made: first, the au 


thors spend a great deal of time describing the 
obvious, in an apparent attempt to popularize 
a more or less academic discussion; secondly, 
they appear to accept uncritically statements 
concerning radio circulation and listening hab 
its of radio audiences which have appeared 1 
the promotional literature of broadcasting co1 

panies; and thirdly, they carry over to applica- 
tion to general radio audiences conclusions that 
have been obtained by laboratory experiments 
with small groups under conditions where re 
sponses could hardly be random. 

The book pretty convincingly states that th 
radio has become an important factor in our 
social environment, The preference of radio 
audiences for music, for male rather than fe- 
male voices, the influence on our slang of the 
gags of successful radio comedians—these and 
similar points are fairly well established. The 
possible correlation between education and the 
ability to comprehend what has been pre- 
sented orally is stressed, but hardly estab- 
lished. Little that is conclusive is educed on the 

’ 


factors that make a program “click,” and _ the 


discussion of the influence of radio as an ad 


vertising medium is anything but satisfactory. 


As a definitive study of the influence of 


radio, the book is unquestionably inadequate. 
As an indication of the interest in radio on 
the part of scholars who are unbiased by com- 
mercial considerations, the book is to be wel- 
comed. L. C. LockKiey 


Curtis Publishing Co. 
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Jounson, R. W., INGERsoLL, W. H. & Mon- 
raAGUE, G. H., The Control of Resale Prices. 
Chicago, Dartnell Corporation, 1936, 200 pp., 
$2.00. 

Ever since the Supreme Court rendered its 
Dr. Miles Medical Company decision in 1911 
there has been constant effort in one form or 
another to secure federal legislation that will 
legalize and permit resale price maintenance. 
Up to date, no such legislation has quite passed 
Congress although it has come near it during 
some sessions. 

In 1931 state legislation on this subject ap- 
peared for the first time—namely—in Califor- 
nia. Other states have quickly followed and if 
such legislation is not forbidden by the Su- 
preme Court, one may be sure that most states 
will soon have price maintenance laws, or 
“Fair Trade Acts,” as they are called. 

Since these laws have appeared a number 
of questions have arisen, not only as to prac- 
tical operation under their terms, but also as to 
their effects on the various branches of busi- 
ness from producers to consumers. 

This book not only briefly reviews the his- 
tory of price maintenance legislation and 
court actions, but also shows what may be 
expected in the future. It is clear, concise and 
easily read. It is a businessman’s review of 
the subject. 

Its authors are well known in the marketing 
field. Roy W. Johnson is now a member of 
the Dartnell staff. Gilbert H. Montague is an 
attorney nationally known for his work on 
price maintenance cases. Wm. H. Ingersoll, of 
“Dollar watch” fame, now a marketing con- 
sultant, is not only a member of the American 
Marketing Society, but also the very efficient 
President of the New York City chapter. 

P. H. N. 


Pitkin, Watter B., Let’s Get What We 
Want! New York, Simon & Schuster, 1935, 
285 pp., $2.00. 

Flaming with zeal, Professor Pitkin, in his 
(at the present moment) latest book, Let’s 
Get What We Want!, rushes to the defense 
of manufacturers, and particularly of food 
and drug manufacturers. With a journalistic 
approach gone tabloid, with a reckless disre- 
gard of statistical authenticity, and a positive 
penchant for slang, the busy professor sets 
out to show that Consumers’ Research is in 
a needless dither. He weighs modern society, 
and finds that capitalism is still capable of 
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carrying on, but that it is handicapped by four 
groups of people who are in fact, if not in- 
tention, anti-social: outright crooks, dishonest 
retailers, physicians, and builders of homes. 

Since capitalism is capable of supplying our 
wants abundantly, we should set out to get 
what we want. We should insist upon socialized 
medicine. We should, in every community, em 
ploy a professional shopper, who will buy 
merchandise and submit it to tests to make a 
report to those who subscribe. It seems iront 
cal that the author's recommended procedure 
should resembl closely the prospectus of Con 
sumers’ Research! And we should escape from 
the toils of the housing industry by living in 
rented homes 

Undoubtedly, Professor Pitkin has a point, 
and a valid point. Quite possibly the popular 
ized version of common sense that he presents 
may be more dynamic for a good many un 
thinking consumers than would a more precise 
statement of the problem, though it 1s some 
what to be doubted that a very large propor- 
tion of the housewives of the lower economic 
strata will read the book. 

Anyone who has read other books by Pitkin 
will be struck by the stylistic departures from 
his previous offerings. Either Pitkin is a man 
of amazing versatility of style, or he has a 
number of busy editorial assistants. 

L. C. LockLey 
Curtis Publishing Company 


Puewps, D. M.. Mitigation of Industry to South 
America. New York, McGraw-Hill Book 
Co., 1936, 335 pp., $4.00. 


To those who have not followed 


recent 
tendencies among American industries to es 
tablish themselves in other countries, the facts 
presented in this book will come as a surprise 
and perhaps as a shock. A great many Ameri- 
can concerns already have made their invest- 
ments in plants and production in other coun 
tries. The material presented in this ! 
gathered under a Fellowship Grant from the 
Social Science Research Council during the 
years of 1932-1933. The South American coun- 
tries were visited and a detailed study was 
made of the establishment of American con- 


¢ 0k Was 


cerns there. 

Among the specific reasons for this migra- 
tion of industries to South America are the 
growing opportunities in South American 
countries, the intense nationalism existing in 
most of them, the difficulties of transacting 
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business between North America and South 
America due to tariff walls, and the special 
inducements offered to new industries to es- 
tablish themselves in South American coun- 
tries. While the movement has not been free 
of difficulties, it has clearly become an estab- 
lished trend, particularly since the World 
War. 

The book not only presents an interesting 
account of what is likely to become very sig- 
nificant, but it also offers many suggestions 
for industrialists who are considering estab- 
lishing plants in other countries and in South 
America in particular. 


SREWSTER, A. J., AND PALMmer, H. H., Jntro- 
duction to Advertising, 3rd revised edition. 
New York, McGraw-Hill Book Company, 
1935, 476 pp., $2.80. 

Little needs to be said for the third revision 
of so well-known a text as Brewster and Palm- 
er, Introduction to Advertising, save that a new 
edition is ready for use. 

In the preparation of the third edition, the 
authors have changed little of the text in the 
second edition; the main outline of the book 
is unaltered. The major modifications consist 
of a new chapter added on the selection of 
media, and in a complete change in illustra- 
tions, examples, exercises, and “self-test” 
questions. 

Since the book is designed for students who 
are having their first glimpse of the field of 
advertising, it necessarily has to avoid contro- 
versial questions. It is a straightforward pres- 
entation of generally accepted advertising lore 
—simply and clearly expressed, and thorough. 
No book that has been as widely used as this 
needs any further commendation. 

L. C. Lockiey 
Curtis Publishing Company 


BiceLow, B., The Knack of Selling More. New 
York, McGraw-Hill Book Co., 1936, 3 
vols., $4.00. 


Back in 1912 the A. W. Shaw Co. of Chi- 
cago published a set of booklets written by 
Herbert Watson, entitled, “The Knack of Sell- 
ing.” These booklets contained a wealth of 
practical suggestions. The present work by 
Burton Bigelow, a consulting sales manager, 
is a complete revision of the original Watson 
work preserving all of the valuable sugges- 
tions in the original work and adding several 
new points as well as making the volumes 
more readable. Volume I deals with ‘“Plan- 
ning for More Sales”; Volume II is on, “Tell- 
ing the Sales Store”; and Volume III presents, 
“Handling Objections and Closing’ mor 
Sales.” These books deserve the attention of 
sales managers and salesmen as well as of 
students who desire immediate practical aid 
in the problems of selling. 


Hoven, A., Elegant Modes in the 19th Cen- 
tury. New York, Greenberg, 1936, 123 pp., 
$2.00. 


This work presents a series of attractive 
color plates and descriptions illustrating the 
changes in fashion during the first three quar- 
ters of the 19th Century. The author sum- 
marizes his history by describing the Empire 
Period as “The Age of Grace”; the Romantic 
styles of the 1830's as “The Age of the Per- 
fect Figure”; the period of the crinoline of 
the middle of the 19th Century as “The Age 
of Modesty”; and the 1870's and 1880's as 
“The Age of Balance.” The descriptions in- 
clude both women’s and men’s dress. The work 
should prove interesting as a side light on th 


changes in consumer demand as applied to 
apparel. 
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Current Notes 


ALBERT HARING 
Editor 











The Joint Committee for the merger of the 
National Association of Marketing Teachers 
and the American Marketing Society wishes 
to express its appreciation of the members’ 
response to the merger ballot. The Joint Com- 
mittee has spent considerable time and thought 
upon the various problems which have arisen. 
Three sub-committees have been appointed to 
facilitate action. Professor Paul H. Nystrom 
of Columbia University and Dr. N. H. Engle 
of the Department of Commerce have been 
placed in charge of the editorial end of the 
new JOURNAL OF MARKETING. Mr. R. N. King 
of Batten, Barton, Durstine & Osborn, Inc., 
383 Madison Ave., New York, has been made 
Business Manager of the JOURNAL and, in co- 
operation with Professor Nystrom and Dr. 
Engle, will have charge of the business affairs 
of the new magazine. 

The constitution for the American Market- 
ing Association is being drawn up in tentative 
fSrm by Presidents Agnew and Coutant and 
Secretaries Haring and Karol. With respect 
to the constitution, the sub-committee will be 
happy to have the advice of the membership. 
Several helpful letters have already been re- 
ceived. 

The testimonial dinner for C. C. Parlin to 
commemorate the 25th anniversary of the 
founding of the first commercial research de- 
partment in the United States was held in 
Philadelphia on June 5. Professor Howard T. 
Hovde deserves great credit for his manage- 
ment of the dinner. President Coutant of the 
American Marketing Society and Professor 
Paul H. Nystrom were on the program. The 
number of our members who attended was 
most pleasing. 

The officers of both NAMT and AMS have 
decided that it was valuable to join the new 
National Federation of Sales Executives. 
Through the payment of a small fee which 
has been made, the membership of both or- 
ganizations has been included in the National 
Federation of Sales Executives. 

The annual meeting will be held in Chi- 
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cago on December 28, 29, and 30, in conjunc- 
tion with the American Economic Association, 
the American Statistical Association and other 
societies. The Stevens and the Congress are 
the hotels which have been selected by the 
Joint Committee on Local Arrangements. An 
attractive program is being organized under 
the direction of Professor Warren W. Leigh 
of the University of Akron. 

The 1936 issue of Market Research Sources 
has been published by the Department of Com- 
merce. To cooperate with Dr. Wilford L. 
White, Chief of the Marketing Research Di- 
vision of the Bureau of Foreign and Domestic 
Commerce, in the preparation of the next is- 
sue of this valuable book, President Agnew 
has appointed the following committee: Pro- 
fessor J. R. Doubman, University of Pennsyl- 
vania, Sales Management; Professor Arthur 
J. Brewster, Syracuse University, Advertising ; 
Professor Theodore N. Beckman, Ohio State 
University, Wholesaling; Professor James E. 
30yle, Cornell University, Agricultural Mar- 
keting; Professor Malcolm P. McNair, Har- 
vard University, Retailing; Professor E. D. 
McGarry, University of Buffalo, Marketing 
Research; Professor C. J. Miller, University 
of Washington, Sales Promotion. 

Dr. J. H. Rhoads, head of the Department 
of Business Administration at the Municipal 
University of Omaha, is visiting professor in 
the College of Commerce at Louisiana State 
University for the 1936 summer session. 

Professor Malcolm P. McNair of Harvard 
University, Dan J. Carmichael of Dowling 
College of Des Moines, Iowa, and C. A. 
Parmenter of the Syracuse Central City 
Institute have been welcomed to the member- 
ship. 

A. L. Odebrecht has left the Federal Trade 
Commission to become Agency Director of 
the Cooperative Life Insurance Company of 
America and is now located in Columbus, 
Ohio. 

Professor J. P. Wilson has moved from the 
University of Florida to join the Resettle- 
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ment Administration as Chief of Purchase and 
Contracts in the Land Utilization Division 
Regional Headquarters at Montgomery, Ala- 
bama. 

Fred T. Greene has resigned as Director 
of Field New York State 
League of Savings and Loan Associations to 
become President of the Federal 
Bank of Indianapolis. 

Frederick B. Heitkamp has left the Lyon 
Metal Inc., to \ssistant 
General Sales Manager of the American Type 
Founders Sales Corporation at Elizabeth, New 
Jersey. 

Bernard Lichtenberg has become President 
of the Institute of Public 


Service for the 


Home Loan 


Products, become 


Relations and is 


OF MARKETING 


now located in the Graybar Building, New 
York City. 

Dr. Vergil Professor of 
Marketing and Foreign Trade at Boston Uni- 
versity, on leave, has resigned to become As- 
sistant Director of the Bureau of the Census 
in the Department of Commerce. Dr. Reed, 
during his leave, was Chief of the Retail and 
Wholesale Trade Division of the Census of 
Business. This latter position has been filled 
by Mr. John Guernsey, formerly editor of 
“The' Retail Ledger.” 

J. C. Drury of New York University will 
spend the summer supervising market research 
necessary to facilitate the organization of Mr. 
ilene’s co6perative department store venture. 


Reed, Associate 








